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House of Representatives 
The House met at noon and was 

called to order by the Speaker pro tem-
pore (Mr. PEARCE). 

f 

DESIGNATION OF THE SPEAKER 
PRO TEMPORE 

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Speaker: 

WASHINGTON, DC, 
May 10, 2004. 

I hereby appoint the Honorable STEVAN 
PEARCE to act as Speaker pro tempore on 
this day. 

J. DENNIS HASTERT, 
Speaker of the House of Representatives. 

f 

PRAYER 

The Chaplain, the Reverend Daniel P. 
Coughlin, offered the following prayer: 

‘‘O God, my Strength, it is to You I 
turn. For You, O Lord, are my Strong-
hold. The God who showers me with 
love . . .’’ 

It is so countercultural to pray this 
ancient psalm. In an age which values 
only winners and self-reliance, we are 
inclined to feel all alone. We imagine 
we can only draw upon personal 
strength to shoulder responsibilities or 
face our difficulties. 

Yet Your revealing scriptures remind 
us again and again that Your love, O 
Lord, is an unremitting wellspring. 
Every challenge can bring us closer to 
You. 

So each day at the beginning of every 
week ‘‘I will sing of Your Strength and 
acclaim Your love. For You are a 
stronghold at any moment of distress. 
You alone offer lasting peace.’’ Amen. 

f 

THE JOURNAL 

The SPEAKER pro tempore. The 
Chair has examined the Journal of the 
last day’s proceedings and announces 
to the House his approval thereof. 

Pursuant to clause 1, rule I, the Jour-
nal stands approved. 

PLEDGE OF ALLEGIANCE 

The SPEAKER pro tempore. The 
Chair will lead the House in the Pledge 
of Allegiance. 

The SPEAKER pro tempore led the 
Pledge of Allegiance as follows: 

I pledge allegiance to the Flag of the 
United States of America, and to the Repub-
lic for which it stands, one nation under God, 
indivisible, with liberty and justice for all. 

f 

MESSAGE FROM THE SENATE 

A message from the Senate by Mr. 
Monahan, one of its clerks, announced 
that the Senate has passed bills and 
concurrent resolutions of the following 
titles in which the concurrence of the 
House is requested: 

S. 622. An act to amend title XIX of the So-
cial Security Act to provide families of dis-
abled children with the opportunity to pur-
chase coverage under the medicaid program 
for such children, and for other purposes. 

S. 2092. An act to address the participation 
of Taiwan in the World Health Organization. 

S. 2264. An act to require report on the con-
flict in Uganda, and for other purposes. 

S. 2292. An act to require a report on acts 
of anti-Semitism around the world. 

S. Con. Res. 99. Concurrent resolution con-
demning the Government of the Republic of 
the Sudan for its participation and com-
plicity in the attacks against innocent civil-
ians in the impoverished Darfur region of 
western Sudan. 

S. Con. Res. 100. Concurrent resolution 
celebrating 10 years of majority rule in the 
Republic of South Africa and recognizing the 
momentous social and economic achieve-
ments of South Africa since the institution 
of democracy in that country. 

S. Con . Res. 102. Concurrent resolution to 
express the sense of the Congress regarding 
the 50th anniversary of the Supreme Court 
decision in Brown v. Board of Education of 
Topeka. 

f 

SENATE BILLS REFERRED 

Bills of the Senate of the following 
titles were taken from the Speaker’s 
table and, under the rule, referred as 
follows: 

S. 622. An act to amend title XIX of the So-
cial Security Act to provide families of dis-
abled children with the opportunity to pur-
chase coverage under the medicaid program 
for such children, and for other purposes; to 
the Committee on Energy and Commerce. 

S. 2264. An act to require a report on the 
conflict in Uganda, and for other purposes; 
to the Committee on International Rela-
tions. 

S. 2292. An act to require a report on acts 
of anti-Semitism around the world; to the 
Committee on International Relations. 

S. Con. Res. 100. Concurrent resolution 
celebrating 10 years of majority rule in the 
Republic of South Africa and recognizing the 
momentous social and economic achieve-
ments of South Africa since the institution 
of democracy in that country; to the Com-
mittee on International Relations. 

S. Con Res. 102. Concurrent resolution to 
express the sense of the Congress regarding 
the 50th anniversary of the Supreme Court 
decision in Brown v. Board of Education of 
Topeka; to the Committee on the Judiciary. 

f 

ADJOURNMENT 

The SPEAKER pro tempore. Without 
objection, the House stands adjourned 
until 12:30 p.m. tomorrow for morning 
hour debates. 

There was no objection. 
Accordingly (at 12 o’clock and 3 min-

utes p.m.), under its previous order, the 
House adjourned until Tuesday, May 
11, 2004, at 12:30 p.m., for morning hour 
debates. 

f 

EXECUTIVE COMMUNICATIONS, 
ETC. 

Under clause 8 of rule XII, executive 
communications were taken from the 
Speaker’s table and referred as follows: 

8018. A communication from the President 
of the United States, transmitting requests 
for FY 2005 budget amendments for the De-
partments of Agriculture, Defense, Edu-
cation, Energy, Homeland Security, Housing 
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and Urban Development, the Interior, Labor, 
and the Treasury; the Corps of Engineers; 
the National Aeronautics and Space Admin-
istration; and the Securities and Exchange 
Commission. In addition FY 2004 language 
proposals for the Departments of Health and 
Human Services and the Treasury and FY 
2005 budget amendments for the legislative 
branch are enclosed; (H. Doc. No. 108—183); to 
the Committee on Appropriations and or-
dered to be printed. 

8019. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Lower 
Mississippi River, Miles 93.0 to 96.0, Above 
Head of Passes, New Orleans, LA [COTP New 
Orleans-04-007] (RIN: 1625-AA00) received 
April 30, 2004, pursuant to 5 U.S.C. 
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure. 

8020. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Ohio 
River Mile Marker 95.0 to Mile Marker 99.0, 
Glendale, WV [COTP Pittsburgh-04-001] (RIN: 
1625-AA00) received April 30, 2004, pursuant 
to 5 U.S.C. 801(a)(1)(A); to the Committee on 
Transportation and Infrastructure. 

8021. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Neches 
River; Beaumont, TX [COTP Port Arthur-03- 
024] (RIN: 1625-AA00) received April 30, 2004, 
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8022. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Sabine- 
Neches Canal Between light 6 on the Neches 
River and light 49 on the Port Arthur Canal; 
Port Arthur, TX [COTP Port Arthur-04-001] 
(RIN: 1625-AA00) received April 30, 2004, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8023. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Fire-
works Display, Sabine-Neches Canal between 
mile marker 284 and 285, Port Arthur, TX 
[COTP Port Arthur-04-002] (RIN: 1625-AA00) 
received April 30, 2004, pursuant to 5 U.S.C. 
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure. 

8024. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Emer-
gency Barge Product Transfer, Intracoastal 
Waterway between mile marker 310 and 312, 
High Island, TX [COTP Port Arthur-04-003] 
(RIN: 1625-AA00) received April 30, 2004, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8025. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; San 
Diego Bay, San Diego, CA [COTP San Diego 
03-037] (RIN: 1625-AA00) received April 30, 
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8026. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Havasu 
Landing Resort and Casino, Lake Havasu, 
California [COTP San Diego 04-001] (RIN: 
1625-AA00) received April 30, 2004, pursuant 
to 5 U.S.C. 801(a)(1)(A); to the Committee on 
Transportation and Infrastructure. 

8027. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone, Wa-
ters Adjacent to National City Marine Ter-
minal, San Diego, CA [COTP San Diego 04- 
002] (RIN: 2115-AA97) received April 30, 2004, 
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8028. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; San 
Diego Bay, San Diego, CA [COTP San Diego 
04-003] (RIN: 1625-AA00) received April 30, 
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8029. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; Wa-
ters Surrounding Coast Guard Activities San 
Diego, California [COTP San Diego 04-004] 
(RIN: 1625-AA00) received April 30, 2004, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8030. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; — Lake 
Havasu, California. [COTP San Diego 04-005] 
(RIN: 1625-AA00) received April 30, 2004, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8031. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Safety Zone; Shag 
Slough, Cache Slough, the Sacramento 
River, Suisan Bay, Carquinez Strait, and 
Mare Island Strait, California [COTP San 
Francisco Bay 04-001] (RIN: 1626-AA00) re-
ceived April 30, 2004, pursuant to 5 U.S.C. 
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure. 

8032. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; Sa-
vannah River, Savannah, GA [COTP Savan-
nah-03-177] (RIN: 1625-AA00) received April 
30, 2004, pursuant to 5 U.S.C. 801(a)(1)(A); to 
the Committee on Transportation and Infra-
structure. 

8033. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; Sa-
vannah River, Savannah, GA [COTP Savan-
nah-04-003] (RIN: 1625-AA00) received April 
30, 2004, pursuant to 5 U.S.C. 801(a)(1)(A); to 
the Committee on Transportation and Infra-
structure. 

8034. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; Sa-
vannah River, Savannah, GA [COTP Savan-
nah-04-007] (RIN: 1625-AA00) received April 
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8035. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; Sa-
vannah River, Savannah, GA [COTP Savan-
nah-04-013] (RIN: 1625- AA00) received April 
30, 2004, pursuant to 5 U.S.C. 801(a)(1)(A); to 
the Committee on Transportation and Infra-
structure. 

8036. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-

partment’s final rule — Security Zone; Sa-
vannah River, Savannah, GA [COTP Savan-
nah-04-028] (RIN: 1625-AA00) received April 
30, 2004, pursuant to 5 U.S.C. 801(a)(1)(A); to 
the Committee on Transportation and Infra-
structure. 

8037. A letter from the Chief, Regulations 
and Administrative Law, USCG, Department 
of Homeland Security, transmitting the De-
partment’s final rule — Security Zone; Sa-
vannah River, Savannah, GA [COTP Savan-
nah-04-038] (RIN: 1625-AA00) received April 
30, 2004, pursuant to 5 U.S.C. 801(a)(1)(A); to 
the Committee on Transportation and Infra-
structure. 

8038. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Establishment of Class E Airspace; 
Kwigillingok, AK [Docket No. FAA-2003- 
16584; Airspace Docket No. 03-AAL-25] re-
ceived April 30, 2004, pursuant to 5 U.S.C. 
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure. 

8039. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Establishment of Class E Airspace; Ruby, AK 
[Docket No. FAA-2003-16586; Airspace Docket 
No. 03-AAL-24] received April 30, 2004, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee 
on Transportation and Infrastructure. 

8040. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Establishment of Class E Airspace; James-
town, KY [Docket No. FAA-2004-16904; Air-
space Docket No. 04-ASO-2] received April 30, 
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8041. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Amendment of Class E Airspace; Juneau, AK 
[Docket No. FAA-2003-16587; Airspace Docket 
No. 03-AAL-22] received April 30, 2004, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee 
on Transportation and Infrastructure. 

8042. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Modification of Class E Airspace; Hays, KS 
[Docket No. FAA-2004-16989; Airspace Docket 
No. 04-ACE-7] received April 30, 2004, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee 
on Transportation and Infrastructure. 

8043. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Revocation of Class D Airspace Area; Chi-
cago, IL [Docket No. FAA-2003-15398; Air-
space Docket No. 03-AGL-09] received April 
30, 2004, pursuant to 5 U.S.C. 801(a)(1)(A); to 
the Committee on Transportation and Infra-
structure. 

8044. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Sikorsky Aircraft 
Corporation Model S-76 A, B, and C Heli-
copters [Docket No. 2003-SW-45-AD; Amend-
ment 39-13530; AD 2004-06-04] (RIN: 2120-AA64) 
received April 30, 2004, pursuant to 5 U.S.C. 
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure. 

8045. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Airbus Model A319, 
A320, and A321 Series Airplanes [Docket No. 
2001-NM-239-AD; Amendment 39-13529; AD 
2004-06-03] (RIN: 2120-AA64) received April 30, 
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8046. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
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transmitting the Department’s final rule — 
Airworthiness Directives; Airbus Model A319, 
A320, and A321 Series Airplanes [Docket No. 
2002-NM-18-AD; Amendment 39-13528; AD 
2004-06-02] (RIN: 2120-AA64) received April 30, 
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8047. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Pilatus Aircraft 
Ltd. Models PC-12 and PC-12/45 Airplanes 
[Docket No. 2003-CE-55-AD; Amendment 39- 
13531; AD 2004-06-05] (RIN: 2120-AA64) Re-
ceived April 30, 2004, pursuant to 5 U.S.C. 
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure. 

8048. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Dornier Model 328- 
100 Series Airplanes [Docket No. 2001-NM-400- 
AD; Amendment 39-13527; AD 2004-06-01] (RIN: 
2120-AA64) received April 30, 2004, pursuant 
to 5 U.S.C. 801(a)(1)(A); to the Committee on 
Transportation and Infrastructure. 

8049. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Rolls-Royce 
Deutschland (RRD) (Formerly Rolls-Royce, 
plc) TAY 611-8, TAY 620-15, TAY 650-15, and 
TAY 651-54 Series Turbofan Engines [Docket 
No. 2004-NE-11-AD; Amendment 39-13517; AD 
2004-05-22] (RIN: 2120-AA64) received April 30, 
2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8050. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Boeing Model 737- 
100, -200, -300, -400, -500 Series Airplanes 
[Docket No. 95-NM-111-AD; Amendment 39- 
13544; AD 2004-06-18] (RIN: 2120-AA64) received 
April 30, 2004, pursuant to 5 U.S.C. 
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure. 

8051. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Empresa 
Brasiliera de Aeronautica S.A. (EMBRAER) 
Model EMB-120 Series Airplanes [Docket No. 
FAA-2003-16645; Directorate Docket No. 2003- 
NM-113-AD; Amendment 39-13533; AD 2004-06- 
07] (RIN: 2120-AA64) received April 30, 2004, 
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8052. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Bombardier Model 
DHC-8-401 and -402 Airplanes [Docket No. 
2002-NM-120-AD; Amendment 39-13534; AD 
2004-06-08] (RIN: 2120-AA64) received April 30, 

2004, pursuant to 5 U.S.C. 801(a)(1)(A); to the 
Committee on Transportation and Infra-
structure. 

8053. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Airbus Model A330- 
301, -321, -322, -341, and -342 Series Airplanes; 
and Model A340-211, -212, -213, -311, -312, -313 
Series Airplanes [Docket No. 2001-NM-380- 
AD; Amendment 39-13537; AD 2004-06-11] (RIN: 
2120-AA64) received April 30, 2004, pursuant 
to 5 U.S.C. 801(a)(1)(A); to the Committee on 
Transportation and Infrastructure. 

8054. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Boeing Model 747- 
400F Series Airplanes [Docket No. 2002-NM- 
288-AD; Amendment 39-13538; AD 2004-06-12] 
(RIN: 2120-AA64) received April 30, 2004, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8055. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Airbus Model A319 
and A320 Series Airplanes [Docket No. 2001- 
NM-339-AD; Amendment 39-13539; AD 2004-06- 
13] (RIN: 2120-AA64) received April 30, 2004, 
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8056. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; Saab Model SAAB 
2000 Series Airplanes [Docket No. 2003-NM- 
115-AD; Amendment 39-13540; AD 2004-06-14] 
(RIN: 2120-AA64) Recieved April 30, 2004, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

8057. A letter from the Paralegal Spe-
cialist, FAA, Department of Transportation, 
transmitting the Department’s final rule — 
Airworthiness Directives; McDonnell Doug-
las Model DC-9-10, DC-9-20, DC-9-30, DC-9-40, 
and DC-9-50 Series Airplanes [Docket No. 99- 
NM-255-AD; Amendment 39-13549; AD 2004-07- 
05] (RIN: 2120-AA64) received April 30, 2004, 
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Transportation and Infrastruc-
ture. 

f 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 2 of rule XII, public 
bills and resolutions were introduced 
and severally referred, as follows: 

By Mr. SENSENBRENNER (for himself 
and Mr. CONYERS): 

H.R. 4319. A bill to complete the codifica-
tion of title 46, United States Code, ‘‘Ship-
ping’’, as positive law; to the Committee on 
the Judiciary. 

By Mr. SENSENBRENNER (for himself 
and Mr. CONYERS): 

H.R. 4320. A bill to revise, codify, and enact 
without substantive change certain general 
and permanent laws, related to public con-
tracts, as title 41, United States Code, ‘‘Pub-
lic Contracts‘‘; to the Committee on the Ju-
diciary. 

By Mr. LYNCH: 
H.R. 4321. A bill to amend part D of title 

XVIII of the Social Security Act to require 
the Secretary of Health and Human Services 
to negotiate and disclose lowest possible 
prices for prescription drug prices for Medi-
care beneficiaries; to the Committee on En-
ergy and Commerce, and in addition to the 
Committee on Ways and Means, for a period 
to be subsequently determined by the Speak-
er, in each case for consideration of such pro-
visions as fall within the jurisdiction of the 
committee concerned. 

By Mr. NEY (for himself, Mr. REGULA, 
Ms. PRYCE of Ohio, Mr. OXLEY, Mr. 
LATOURETTE, and Mr. TIBERI): 

H. Res. 634. A resolution congratulating 
the Kenyon College Ladies swimming and 
diving team for winning the 2004 National 
Collegiate Athletic Association Division III 
Women’s Swimming and Diving National 
Championship; to the Committee on Edu-
cation and the Workforce. 

By Mr. NEY (for himself, Mr. REGULA, 
Ms. PRYCE of Ohio, Mr. OXLEY, Mr. 
LATOURETTE, and Mr. TIBERI): 

H. Res. 635. A resolution congratulating 
the Kenyon College Lords swimming and div-
ing team for winning the 2004 National Colle-
giate Athletic Association Division III Men’s 
Swimming and Diving National Champion-
ship; to the Committee on Education and the 
Workforce. 

f 

ADDITIONAL SPONSORS 

Under clause 7 of rule XII, sponsors 
were added to public bills and resolu-
tions as follows: 

H.R. 218: Mr. MILLER of North Carolina. 
H.R. 813: Mr. OLVER. 
H.R. 1043: Mr. BISHOP of New York, Mr. 

GORDON, and Mr. LOBIONDO. 
H.R. 1160: Mr. CHANDLER, Mr. MARKEY, and 

Mr. OSE. 
H.R. 2885: Mr. MCINTYRE. 
H.R. 3352: Mr. NADLER. 
H.R. 3801: Mr. BOOZMAN, Mr. PETERSON of 

Minnesota, and Mr. BISHOP of Utah. 
H.R. 3952: Mr. FEENEY and Mr. PAUL. 
H.R. 4257: Mr. THOMPSON of Mississippi, Mr. 

SANDERS, Mr. GILLMOR, Mrs. BLACKBURN, and 
Mr. CARSON of Oklahoma. 

H.J. Res. 93: Mr. FROST, Ms. GINNY BROWN- 
WAITE of Florida, Mr. VAN HOLLEN, and Mr. 
RODRIGUEZ. 

H. Con. Res. 409: Mr. PORTER. 
H. Res. 479: Mr. ALLEN. 
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Senate 
The Senate met at 2 p.m. and was 

called to order by the Honorable GOR-
DON H. SMITH, a Senator from the State 
of Oregon. 

PRAYER 
The Chaplain, Dr. Barry C. Black, of-

fered the following prayer: 
Let us pray. 
Precious Lord, we thank You for 

Your absolute holiness and justice, for 
You are the sovereign Judge of the uni-
verse. We praise You that Your king-
dom cannot be shaken. You will never 
be voted out; no coup will ever de-
throne You. 

Thank You for the gifts and talents 
You have given to our Senators. You 
have blessed them with influence that 
can make a difference. You have sup-
plied them with analytical skills to cut 
through the labyrinthine maze of com-
plex issues. You have surrounded them 
with capable people who also labor for 
freedom. 

Remind them often that to whom 
much is given, much is required. Make 
them good stewards of affluence and in-
fluence that they will use Your gifts to 
serve those on life’s fringes. Prepare 
our hearts to respond to You and to 
live for Your glory. To You be the 
glory and the dominion forever and 
ever. Amen. 

f 

PLEDGE OF ALLEGIANCE 

The Honorable GORDON H. SMITH led 
the Pledge of Allegiance, as follows: 

I pledge allegiance to the Flag of the 
United States of America, and to the Repub-
lic for which it stands, one nation under God, 
indivisible, with liberty and justice for all. 

f 

APPOINTMENT OF ACTING 
PRESIDENT PRO TEMPORE 

The PRESIDING OFFICER. The 
clerk will please read a communication 
to the Senate from the President pro 
tempore (Mr. STEVENS). 

The assistant legislative clerk read 
the following letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 
Washington, DC, May 10, 2004. 

To the Senate: 
Under the provisions of rule I, paragraph 3, 

of the Standing Rules of the Senate, I hereby 
appoint the Honorable GORDON H. SMITH, a 
Senator from the State of Oregon, to per-
form the duties of the Chair. 

TED STEVENS, 
President pro tempore. 

Mr. SMITH thereupon assumed the 
Chair as Acting President pro tempore. 

f 

RESERVATION OF LEADER TIME 

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the 
leadership time is reserved. 

f 

MORNING BUSINESS 

The ACTING PRESIDENT pro tem-
pore. Under the previous order, there 
will now be a period for the transaction 
of morning business, with Senators 
permitted to speak for up to 10 minutes 
each. 

f 

RECOGNITION OF THE MAJORITY 
LEADER 

The ACTING PRESIDENT pro tem-
pore. The majority leader is recog-
nized. 

f 

SCHEDULE 

Mr. FRIST. Mr. President, today the 
Senate will conduct a period for morn-
ing business, with Senators to speak 
for up to 10 minutes each. Shortly, we 
expect to lock in an agreement for a 
vote at 5:30 this evening on the adop-
tion of a Senate resolution relating to 
Iraqi prisoners. That will be the first 
rollcall vote of the day. 

The Senate may also resume consid-
eration of the FSC/ETI JOBS legisla-
tion. I filed cloture on that bill on Fri-
day, and that cloture vote will occur 
Tuesday morning. We are still hoping 

to work out an agreement to allow for 
a vote on the pending Cantwell amend-
ment prior to that cloture vote. I will 
continue to talk with Members this 
afternoon about that agreement, and I 
will update Senators as to what to ex-
pect in the timing of those votes later 
in the day. 

In any event, it is time that we bring 
the FSC/ETI JOBS bill to a close. We 
have been on that bill 12 days. We have 
considered and disposed of 20 different 
amendments on the floor of the Sen-
ate—9 rollcall votes and 11 voice votes. 

Again, I remind my colleagues, if clo-
ture is invoked, germane amendments 
will be offered. As we mentioned at the 
end of last week, those amendments 
would be discussed and debated for up 
to 30 hours postcloture. 

For the remainder of the week, fol-
lowing the completion of the FSC/ETI 
bill, we will proceed to S. 1248, the 
IDEA, Individuals with Disabilities 
Education Act, legislation. We have an 
agreement as to how we will proceed on 
the IDEA bill. Therefore, we will be 
able to finish that bill this week. 

Finally, I remind Senators that we 
have 2 weeks remaining before the next 
recess, and we have a number of items 
we must address prior to that recess, 
including the Defense authorization 
bill, the budget conference report, if 
available, bioshield, sending the high-
way bill, a very important bill, to con-
ference, as well as nominations. Sen-
ators should be prepared for full weeks 
and busy sessions in order to finish our 
work before the Memorial Day recess. 

f 

RECOGNITION OF THE ACTING 
MINORITY LEADER 

The ACTING PRESIDENT pro tem-
pore. The Democratic whip. 

Mr. REID. Mr. President, I appreciate 
the distinguished majority leader 
yielding to me. I know he has some re-
marks he wishes to make. We are going 
to have a cloture vote sometime to-
morrow. There is a possibility, as there 
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always is, that cloture could be in-
voked, especially if there is the ability 
for us to vote on unemployment insur-
ance. We have not completely vetted 
that with the caucus. 

One point that weighs favorably at 
least on this Senator’s mind is that the 
distinguished majority leader said on 
more than one occasion that when and 
if cloture is invoked we would have the 
opportunity to debate germane amend-
ments. We have a handful of germane 
amendments. No one will be trying to 
use a lot of time, but I think the time 
on most of our germane amendments 
would be 5 minutes, 20 minutes, 30 min-
utes—not very much time. So we could 
do those quickly. 

One of the concerns—and certainly 
the majority leader has never done 
this, and it hasn’t been done for a num-
ber of years—if it is possible even 
postcloture to cut off people from of-
fering germane amendments. I think 
the majority leader said on Friday that 
germane amendments would be al-
lowed. That is a step in the right direc-
tion, not only for completing this bill 
but for future work in the Senate. It 
would be a bad thing if cloture were in-
voked, people anticipating they could 
offer their germane amendments, and 
then we go into a 30-hour quorum call. 
That would not set the right tone. 

I appreciate the attitude and the re-
marks of the Senator regarding what 
would happen if cloture is invoked. I 
think that weighs heavily in favor of 
some people perhaps voting for cloture 
on this bill. 

The ACTING PRESIDENT pro tem-
pore. The majority leader. 

f 

ORDER FOR FILING OF 
AMENDMENTS 

Mr. FRIST. Mr. President, I ask 
unanimous consent that notwith-
standing rule XXII, Senators have 
until 3:30 p.m. today in order to file 
first-degree amendments to S. 1637. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

f 

ABUSE OF IRAQI PRISONERS 
Mr. FRIST. Mr. President, again, we 

will be voting somewhere around 5:30 
p.m. today. We expect formal introduc-
tion of the resolution after more dis-
cussions over the course of the next 
several minutes. 

I wish to take this opportunity to 
comment on the substance of the reso-
lution that will condemn the abuse of 
Iraqi prisoners at Abu Ghraib prison 
and the details of the resolution we 
will talk about later on the Senate 
floor. It all focuses on the fact that 
this Nation, our colleagues, this body 
is shocked, is disturbed, is saddened by 
the incidents that have occurred at the 
Abu Ghraib prison in Iraq. These acts 
are deplorable. There is absolutely no 
excuse for what happened to those 
Iraqi prisoners. 

The individuals who committed those 
despicable acts must be and will be 

held accountable. Justice must be 
served in a swift manner, in a fair man-
ner, and in a transparent manner, and 
it will be. It is crucial that we get all 
the facts out quickly and thoroughly, 
and that is underway—never as quickly 
as people would like, but everyone, I 
believe, in their heart of hearts under-
stands the importance of getting the 
facts out quickly and thoroughly. 

I commend the President of the 
United States for his efforts to reach 
out to the Arab world to address this 
matter, particularly the apologies he 
offered to the victims and their fami-
lies. 

I am sure all Americans share his 
sentiments which he articulated so 
well. The Senate, too, will do its part 
to ensure the administration fully in-
vestigates the abuses at Abu Ghraib. 
By investigating the abuses committed 
at the prison, we recognize specific in-
dividuals are responsible for specific 
acts. By doing so, we recognize the vast 
majority of men and women in uniform 
every day promote the values and the 
principles we all hold so dear. 

I would also like to highlight the 
work of the Department of Defense. 
After receiving a report from a con-
cerned soldier, the Department of De-
fense promptly took action to inves-
tigate the allegations of abuse. The 
first investigation was initiated in Jan-
uary. More investigations followed and 
many are still ongoing. The military is 
examining its policy, its procedures, 
and its training with regard to the han-
dling of prisoners and the management 
of detention facilities. These are the 
right and proper actions to be taken. 

We do not yet know the full story. 
That is frustrating. It is frustrating for 
us in this body and for members of the 
administration. That investigation is 
underway. From what people have said, 
more disturbing stories and pictures 
will, in fact, find their way into the 
public domain. I have faith the admin-
istration will fully investigate these 
incidents and will report to us its find-
ings. 

In the meantime, the Senate will 
continue to do its duty. We had several 
hearings last week. We will continue to 
maintain a close watch on the unfold-
ing situation. The appropriate commit-
tees of the Senate will fulfill their 
proper oversight roles. The Intelligence 
Committee and the Armed Services 
Committee both conducted hearings 
last week. More are planned, and brief-
ings are at this very moment being 
scheduled. 

Success in our national security pol-
icy depends on regular communication 
between the executive branch and Con-
gress and ultimately the American peo-
ple. I pledge to work with my col-
leagues and the administration to as-
certain the truth and take action to 
ensure such appalling acts will never, 
ever happen again. 

America is a nation governed by the 
rule of law. We hold accountable those 
who break the law. As the President 
has said, democracy is not perfect and 

indeed we make mistakes, but openness 
is a hallmark of that democracy, and 
as a democracy we will investigate and 
we will correct those mistakes. 

The people of Iraq did not know jus-
tice under Saddam. His regime was 
born in violence and ruled by fear. Let 
us take this opportunity to show the 
Iraqi people and the world that Amer-
ica protects the rights of individuals. 
Let us show the world we can and will 
administer justice swiftly, fairly, and 
openly. We cannot undo the abuse 
those Iraqi prisoners suffered, but 
through our actions now we can show 
the Iraqi people the transgressions of a 
few do not represent America. They do 
not represent what we stand for as 
Americans. 

Today the Senate will take up a bi-
partisan resolution which commends 
the noble work of our forces and con-
demns in the strongest manner possible 
the few who have disgraced themselves 
and brought shame to their fellow 
Americans. I urge my colleagues to 
unanimously pass this resolution this 
afternoon. I believe it is imperative 
that we speak with one voice, united in 
strength and united in purpose. 

By passing this resolution, this body 
will show its resolve to pursue the 
truth and protect our national secu-
rity. We will also show the world 
America believes such acts as occurred 
at Abu Ghraib must never happen 
again. Our soldiers are risking their 
lives in Iraq to bring peace and freedom 
to a country that has known neither. 
Our service men and women have 
worked tirelessly to build schools, re-
build hospitals, repair electricity grids 
and water lines, and to ensure food and 
water are available. We have seen innu-
merable acts of kindness and bravery 
from our soldiers on behalf of the Iraqi 
people. That is who we are and this res-
olution acknowledges their service. 

We are engaged in a noble cause. We 
must see it through. The Iraqi people 
are depending on us to stay the course 
and the American people are depending 
on us to show courage, resolve, and 
leadership. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from North Dakota. 
f 

PLAN OF OBSTRUCTIONISM 
Mr. DORGAN. Mr. President, like all 

of my colleagues, I am enormously 
proud to serve in the Senate. It is a 
unique and special privilege. I come 
from a small town of 300 people in the 
southwestern ranching country of 
North Dakota. Some of my colleagues 
come from big towns, some of them 
from family farms. We come from dif-
ferent parts of America to convene 
here and do public policy. I am enor-
mously proud of this institution, but 
there are times when I see what is ran-
cid, partisan, bare-knuckle politics 
played in this town that begin to both-
er me. 

I am big enough to understand poli-
tics can be tough. I have been in poli-
tics a long while and I think most of 
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my colleagues understand politics is a 
tough business, but the Senate is dif-
ferent. It does not mean there ought 
not be politics in the Senate, but it 
means we ought to be reasonably seri-
ous about doing good things for our 
country and creating good public pol-
icy. 

Last week we had a visit to the Sen-
ate floor by some colleagues, and I no-
ticed an article in the National Journal 
that said the following: ‘‘House, Senate 
Republicans coordinate anti-Daschle 
message, Pryce’’—I believe this is the 
chairperson of the Republican Con-
ference in the House—‘‘acknowledged 
Wednesday that the respective con-
ferences are coordinating their current 
message against so-called Democratic 
obstructionism . . .’’ 

Today, I want to talk a little bit 
about this targeting that goes on, 
about the notion of obstructionism, be-
cause we had a discussion last week by 
one of our colleagues that talks about 
the ‘‘price for obstructionism,’’ ‘‘the 
pain of obstructionism,’’ and Demo-
cratic obstructionism specifically. 
Then we see this, the anti-Daschle ob-
structionism plan. 

I will talk about some of this par-
tisanship that boils up and boils over. I 
came to the Congress when Tip O’Neill 
was Speaker of the House and I served 
in the other body. Bob Michel was mi-
nority leader. The two of them liked 
each other. They spent a lot of time to-
gether, played golf together, worked 
together, did good things for America 
together. That was a different time and 
a different era. They respected each 
other and worked closely together. In 
my judgment, that is the way it ought 
to be. 

I might say that changed about in 
the mid-1980s. My former colleague, 
Newt Gingrich, formed something 
called GOPAC. This is a letter signed 
by Newt, ‘‘Dear friend,’’ and the letter 
describes his version of American poli-
tics and says: 

I have also included a new document enti-
tled ‘‘Language: A Key Mechanism of Con-
trol,’’ drafted by our GOPAC political direc-
tor. 

The letter then describes the words 
that should be used to describe the op-
ponent and the words that should be 
used to describe one’s self, signed by 
Newt Gingrich. 

Here is what Newt then counseled 
back in the mid 1980s: When you are 
talking about your opponents, use 
words like destroy, sick, pathetic, lie, 
betrayed, incompetent, greed, anti- 
family, anti-child, anti-flag, anti-job, 
corrupt, shame, disgrace. That is what 
Newt Gingrich counseled candidates 
across the country to use when they 
described their opponent. He said, by 
the way, when you describe yourself 
you really ought to use words, which 
we have tested, like courage, children, 
family, liberty, vision, success. 

Again, the rancid ignorance of exces-
sive partisanship has its root about two 
decades ago in GOPAC—my former col-
league, Mr. Gingrich, describing how 

people ought to play their politics in 
this country. I wouldn’t do that in a 
million years. It ruins the political sys-
tem, in my judgment. 

We saw some of that recently in the 
last campaign for Congress. I had a col-
league in the Senate who left three 
limbs on the battlefield in Vietnam. In 
his campaign, his courage, patriotism, 
his commitment to his country was 
questioned—a man who lost three 
limbs on the battlefield had his patri-
otism and courage and his commitment 
to his country and his country’s na-
tional security questioned. 

Now, the standard bearer on the 
Democratic side of the aisle is a man 
who has three Purple Hearts, a Silver 
Star and a Bronze Star, and they ques-
tion his patriotism. They question his 
commitment to our country. 

Let me talk a little bit about this 
message last week from those who con-
coct a political menu that says lets 
just try to be involved in this search- 
and-destroy mission if we can—how 
House and Senate Republicans coordi-
nate the anti-Daschle message. Let me 
talk a little about this ‘‘so-called 
Democratic obstructionism.’’ 

Let me say, no one here—certainly 
not me—will ever apologize for decid-
ing that our role in selecting people for 
a lifetime appointment on the bench is 
to say no when appropriate. We have 
said yes over 96 percent of the time 
when the President has sent us the 
name of a Federal judge he wants to sit 
on the Federal bench for a lifetime. 
But on those rare occasions when we 
say no, we have a constitutional right 
to do so and we will not apologize for 
keeping bad people off the Federal 
bench. 

No one on this side of the aisle, I 
think, is prepared ever to apologize for 
opposing bad fiscal policy, the kind of 
policy that has turned the largest 
budget surpluses in history into the 
largest Federal deficits in history. You 
won’t hear an apology for not sup-
porting or for trying to stop bad fiscal 
policy. You will not hear an apology 
from this side of the aisle. 

But I want to talk for a moment 
about this issue of obstruction. Sen-
ator DASCHLE doesn’t need a defender 
on the floor of the Senate. His actions 
and his votes defend themselves. So is 
the case with my colleagues on the 
floor of the Senate. I respect dif-
ferences of opinion. I think I served 
with some of the most talented and 
creative men and women in the Repub-
lican and Democratic caucus that I 
have ever had an opportunity to spend 
time with. I respect all of them. But let 
me talk for a moment about another 
kind of obstruction, and that is the ob-
struction of good public policy that 
ought to change this country for the 
better but that we can’t get through 
the U.S. Congress because we have peo-
ple who think they are just a set of 
human brake pads, that their sole mis-
sion in life is to stop good things from 
happening. 

No one here works at the bottom of 
the economic wage scale. No one here 

is on minimum wage. No one in the 
Senate understands what it is like to 
live on the minimum wage. Yet for 7 
years there has not been an adjustment 
in the minimum wage. Yes, there are 
people who work long hours, many of 
them with two jobs at the minimum 
wage, trying to raise a family. Yes, 
there are people trying to raise a fam-
ily on the minimum wage. They have 
not had an adjustment in 7 years. We 
can’t get a minimum wage increase 
through this Congress. Why? Because it 
is obstructed by those who control the 
Congress—the House, the Senate, the 
Presidency. 

How about a simple little issue, coun-
try-of-origin labeling. We can’t get 
that done. You know where your shirt 
was made; there is a label there. You 
know where your socks are made. You 
know where your shoes are made. You 
know where your belt is made. They 
are all labeled, except meat. Try to 
find out where your next piece of beef 
steak was produced. Did it come from a 
Mexican plant, Canada, the United 
States? You don’t know. 

By the way, if you want a description 
of the FDA inspector who inspected the 
Mexican beef, I will give you the de-
scription. Then you really ought to 
want to know where that meat came 
from. Can you get labeling on meat? 
No, you can’t get it done. Why? Be-
cause the administration and the 
House and the Senate don’t want it 
done. Obstruction. 

How about the price of prescription 
drugs, the reimportation of prescrip-
tion drugs. Why is that not now the 
law of the land, allowing the market 
system to work; allowing the American 
people to buy the less expensive, FDA- 
approved prescription drug from Can-
ada; allowing the people who are on 
Lipitor, who pay $1.01 per tablet when 
they buy it in Canada, and for the same 
tablet, same pill, put in the same bot-
tle, made by the same company, the 
U.S. consumer pays $1.81 per pill, and 
they ask the question why should the 
American public be charged nearly 
double for the same pill? Why haven’t 
we fixed that? 

It is not because we on this side of 
the aisle haven’t pushed and pushed 
and pushed. It is because the majority 
in the House and the Senate and the 
President don’t want it. They have ob-
structed it. 

How about a highway bill. Last week 
I heard—in fact, the discussion on the 
floor last week about obstructionism 
on the part of this side of the aisle, and 
on the part of Senator DASCHLE, was 
about the highway bill. What a load of 
nonsense that is. The problem with the 
highway bill is not that anyone here is 
obstructing anything. We passed a 
highway bill. It passed with wide bipar-
tisan support in the Senate. The reason 
we don’t have a highway bill is because 
the Republicans—yes, I say Repub-
licans—in the Congress and the Repub-
lican in the White House will not and 
cannot agree on what the number 
ought to be. So as a result of that, we 
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don’t have a highway bill, and we have 
people on the other side of the aisle 
come out here and want to blame Sen-
ator DASCHLE for it. What a load of 
nonsense. It is simply not true. We 
don’t have a highway bill because the 
majority party that controls the Sen-
ate and the House and the Presidency 
cannot agree and are having this inter-
nal feud on how big the bill ought to 
be, how much we invest in this coun-
try’s highways. 

Mr. President, I ask unanimous con-
sent to continue for 10 additional min-
utes. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

Mr. DORGAN. What about an energy 
bill. We ought to have an energy pol-
icy. You look at the price of gas at the 
gas pumps these days and ask yourself, 
Do we want to continue to be more and 
more dependent on foreign sources of 
oil? It went from 50 percent to 60 per-
cent. Does that make sense for our 
country? Our economy will be belly up 
at some point if, God forbid, terrorists 
shut off the supply of oil to our coun-
try. Yet we rely on the Saudis, Iraqis, 
and so many others from troubled 
parts of the world for our supply of oil. 
We need an energy bill. 

Don’t point at Senator DASCHLE and 
don’t point at the Democrat Caucus 
with respect to that issue. That bill 
failed the Senate by two votes, and my 
colleague, Senator DASCHLE, voted for 
it, as did I and others. The reason that 
bill failed in the Senate by two votes 
was because the majority leader of the 
House stuck a provision in it that he 
was warned would kill that bill, a ret-
roactive waiver for liability for some-
thing called MTBE, a pernicious provi-
sion that he knew—he should have 
known; he was warned—would kill the 
bill. So they stick in a giveaway provi-
sion that kills the bill because it costs 
them four or five votes in the Senate, 
and then they want to come to the 
floor and point at the Democratic lead-
er, Senator DASCHLE, as the problem. 
He is not the problem. The problem is 
the majority party that controls the 
House and the Senate and the White 
House. 

We need an energy policy. In fact, we 
should have had the energy bill back 
on the floor of the Senate 2 weeks ago, 
but we don’t control the Senate. We 
don’t schedule the Senate. 

Appropriations bills: I am a member 
of the Appropriations Committee. Last 
year we had to put seven appropria-
tions bills into one big omnibus appro-
priations because we didn’t get the ap-
propriations bills done. Then in the 
middle of all that, the appropriations 
bill, with well over $300 billion—smack 
dab in the middle of that, those of us 
who were trying to overturn the FCC 
rules which would allow big broad-
casters to become even bigger, and 
fewer and fewer people would control 
what you see, hear, and read in this 
country—they stuck right in the mid-
dle of this big appropriations bill some-

thing that upended our attempt to deal 
with the FCC rules. They stuck, right 
in the middle of this, something that 
interrupted the ability to affect the 
country-of-origin labeling for meat and 
other food products. 

I tell you, it is a hollow claim, it 
seems to me, that there is obstruc-
tionism from this side of the aisle. It is 
a hollow claim that Senator DASCHLE 
is somehow guilty of obstructionism. 
The obstructionism on things that 
would improve this country, public pol-
icy dealing with—yes, the minimum 
wage increase, with country-of-origin 
labeling, with an energy bill, with a 
highway bill that means new jobs and 
new investment, with lowering pre-
scription drug prices, with extending 
unemployment benefits to people 
whose benefits have run out during a 
time of economic trouble—all of those 
issues, all of those things that, in my 
judgment, would make this a better 
country and would improve things in 
this country have been stopped. 

They have been stopped because one 
party controls the House, the same 
party controls the Senate, the same 
party controls the White House, and 
they have stopped these things dead. It 
is as simple as that. 

Abraham Lincoln once said, ‘‘Die 
when I may, I want it said by those 
who know me best that I have always 
plucked a thistle and planted a flower 
where I thought a flower would grow.’’ 
I must say there are precious few this-
tle pluckers or flower planters these 
days in this political system. There are 
a lot of political flame throwers and 
those who decide everything they don’t 
like ought to be put at the feet of the 
minority Caucus in the Senate and the 
minority leader of the Senate, Senator 
DASCHLE. 

The Constitution of this country be-
gins, ‘‘We the people.’’ Some in the 
Senate think the Constitution is a 
rough draft—something they ought to 
change every month, every week. We 
are apparently going to vote on three 
constitutional amendments very soon 
in the Senate because that work which 
occurred over two centuries ago and 
which has been amended outside of the 
Bill of Rights only 17 times needs, ac-
cording to the majority, to be amended 
again and again and again. I think that 
Constitution of ours is pretty impor-
tant. That Constitution provides an op-
portunity for a minority in Congress to 
stop bad things from happening. But it 
also empowers the minority to push 
good public policy. 

We have as a Caucus offered a sub-
stantial amount of good public policy 
that would improve things in this 
country, provide hope and opportunity, 
and do what every American would 
want to have happen; that is, leave a 
country for their children that is bet-
ter than the country they found when 
they were born into this great country 
of ours. All of us are lucky to be here 
and lucky to be here now. There is only 
one place on this Earth—only one 
place—named the U.S.A. This big, old 

globe of ours spins with 6 billion people 
on it. There is only one location on 
this big globe with 6 billion people 
called the U.S.A. We are lucky to be 
born here and lucky to be born now 
with all the opportunities and all the 
bounties that are offered to us as 
Americans. But with those bounties 
come responsibility. The responsibility 
is, in my judgment, to work together. 

I am weary and tired of those who 
continue to point the finger of obstruc-
tionism and who continue to organize 
these ‘‘anti’’ messages, anti-Daschle, 
anti-Democrat, anti-this, anti-that. I 
have no time at all for those who, as 
my former colleague Newt Gingrich 
did, put out word lists to pollute the 
political process in this country and 
say to those who aspire to serve in pub-
lic service the way you ought to refer 
to your opponent is with words like 
‘‘sick,’’ ‘‘pathetic,’’ ‘‘betray,’’ and ‘‘poi-
son.’’ Shame on them. That is not the 
best this political system has to offer. 
John F. Kennedy used to say every 
mother hopes her child might grow up 
to be President as long as they do not 
have to be active in politics. But, of 
course, politics is the basis for making 
public decisions in our country. It is an 
honorable occupation. The practice, in 
the main, is by people who care a great 
deal about this country’s future. 

I hope all of us will understand this 
isn’t about trying to figure out who is 
setting up roadblocks and who is ob-
structing. Let us try to sort out be-
tween good and bad public policy and 
then pass the good. 

Let me say again this message—this 
organizing for anti-Daschle, anti- 
Democratic Caucus, obstruction mes-
sage—to those who spend time doing 
that, this country is at war. This coun-
try has an economy that is still trou-
bled. This country needs an energy pol-
icy. This country has so many needs 
that require so much attention from 
all of us. Stop this nonsense. Let us de-
cide to work together to make this 
country work better for our children. 

I yield the floor. 
The ACTING PRESIDENT pro tem-

pore. The Senator from Massachusetts. 
f 

UNEMPLOYMENT COMPENSATION 

Mr. KENNEDY. Mr. President, we are 
in a period of what we call morning 
business. But we know when we go 
back to what is referred to as the JOBS 
bill we will be on the Cantwell amend-
ment which is to extend unemployment 
compensation to workers who have 
worked hard over the course of their 
lives and contributed into the unem-
ployment compensation fund, the fund 
that today is approximately $14 billion 
in surplus. The Cantwell amendment is 
about $5 billion and, if passed, would 
certainly ensure the funds would be re-
tained in a very robust financial situa-
tion. It would help us address the fact 
there are 85,000 workers every single 
week who are losing their unemploy-
ment compensation funds. As a result 
of losing their compensation funds, 
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they are hard pressed to pay for their 
mortgage, to continue to put food on 
the table, to pay for their utilities, the 
downpayment on their automobiles, 
and to continue to try to even be able 
to survive. 

Real Americans are hurting in many 
parts of the country, and it doesn’t 
have to be this way. The Senator from 
Washington has tried to have this issue 
addressed in the Senate some 14 times 
over the period of the last 18 months. 
She was only once successful, and that 
was in February of this last year when 
a vote that was taken in the Senate 
showed 58 Members of the Senate 
agreed with the Senator’s position. We 
have a lot of close votes around here; 
some are 50–49, and some are 51–49. But 
when we have a vote that is 58–39, that 
demonstrates a strong bipartisan de-
sire by the Members of this body to try 
to address the situation. 

It isn’t only the Members of this 
body. There was another vote in the 
House of Representatives which was 
227–179 for a similar proposal to provide 
help and assistance to those who are 
unemployed, who have worked hard 
and paid into the fund. When the unem-
ployment compensation fund was es-
tablished, the very purpose of the un-
employment compensation fund was to 
provide in these kinds of cir-
cumstances. 

There are those who say we have seen 
and are seeing some significant 
changes in our economy and, therefore, 
this legislation is not necessary. Let 
me come back one more moment to ad-
dress our procedural issue. 

Last week, on Thursday evening, 
when it finally became possible after 
the long week for the Senate to con-
sider the Cantwell amendment on the 
unemployment compensation fund, we 
finally had that matter before the Sen-
ate. Our Republican leadership rushed 
to move off the JOBS bill and move 
into morning business where we have 
been for the last several days because 
they didn’t want to address the issue of 
unemployment compensation. Then we 
find the situation where the majority 
leader files cloture because the Repub-
lican leadership does not want to per-
mit the Senate to vote on this kind of 
help and assistance for workers—basi-
cally middle-income families—to pro-
vide for themselves and their families, 
even though a broad majority of Re-
publicans and Democrats favor it. They 
so fear, evidently, taking a vote on the 
issue of unemployment compensation 
that they say let us close out this 
amendment, prohibit Senator CANT-
WELL from getting a vote, prohibit the 
Senate from voting up or down, let’s 
end all debate on the underlying bill 
and cut off any future amendments as 
well, because under the order they will 
have to follow the cloture provisions 
because we do not want to risk having 
the Members of this body vote yea or 
nay on the issue of unemployment 
compensation. 

We are getting used to that by the 
leadership here. We see that similar 

technique followed when it comes to 
overtime, although with the persist-
ence of my friend and colleague Sen-
ator HARKIN, we were able to get an 
overtime vote. We saw an over-
whelming majority of the Members of 
this body send a very clear message to 
the Bush administration to keep their 
hands off overtime payments for Amer-
ican workers. 

We have been trying to get an in-
crease in the minimum wage for some 
7 years, and we have been denied the 
opportunity to get an up-or-down vote 
and let the Senate speak its will. Clear-
ly, there is a majority in this body who 
understand it has been 7 years since we 
provided an increase in the minimum 
wage. And certainly now is the time 
when so many of those proud men and 
women are working on the bottom 
rung, but, nonetheless, working and 
working hard—men and women, pri-
marily women, women who have chil-
dren, and men and women of color who 
want to be able to provide for their 
families, and this institution denies 
them an opportunity to get an up-or- 
down vote on minimum wage. They 
tried to ensure that we would not have 
to vote on unemployment compensa-
tion, then deny the Senate the oppor-
tunity to get a vote on the increase in 
the minimum wage, try to avoid a vote 
on overtime—all the issues that affect 
the economic conditions for working 
families and middle-income families in 
this country. 

As I have said many times, I don’t 
know what these families have done to 
this administration or to the Repub-
lican Party that they should declare 
war upon them, but that is the result 
of their policies. 

I thought I would take a few mo-
ments of this time to review where we 
are in terms of the state of our econ-
omy because there may be those who 
believe because there has been an in-
crease in the total number of jobs cre-
ated, even though 40 percent of those 
created in the last report period of last 
week are basically low-income jobs. In 
the group announced in the earlier 
quarter, there was virtually no manu-
facturing jobs. These was the increase 
in low-wage jobs and the increase in 
the part-time jobs but not the kind of 
real growth which this country is fa-
miliar with when we come out of a re-
covery, which means good jobs, good 
benefits, good hope for the future, and 
a sense of hope for those workers and 
workers’ families. 

These are April figures and do not in-
clude the latest of the May figures. In 
January of 2001, we had 6 million 
Americans who were unemployed. Now 
we have 8.2 million, 2.2 million more 
that were unemployed than we had 2 
years ago. 

This is one of the most important 
charts because this shows the long- 
term employment is nearly triple. 
Those are the number of workers who 
have been unemployed for more than 26 
weeks. These are record numbers from 
recent history of 20 years; 20 years 

since we have had this number of un-
employed workers looking for jobs for 
longer than 26 weeks. Therefore, it re-
flects the fact we have many workers 
out there looking for jobs; they want 
to work and they are not able to find 
the jobs. 

That is understandable when we have 
8.2 million unemployed Americans yet 
we have only 2.9 million job openings, 
according to the Bureau of Labor Sta-
tistics. We have all these Americans 
looking for these jobs. 

I ask consent that I be allowed to 
speak as long as I desire to speak. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

Mr. KENNEDY. So we have 8.2 mil-
lion unemployed Americans looking for 
these job openings. Clearly, they are 
not going to be able to squeeze into 
that funnel. It will mean many mil-
lions are going to continue to be unem-
ployed. 

That is what the Cantwell amend-
ment addresses, those unemployed 
Americans who paid into that fund are 
losing their unemployment insurance, 
at the rate of over 85,000 a week. 

The next chart is interesting because 
it shows the growth in the last 3 years. 
This represents March of this year, and 
it goes back to March of 2001 where we 
had 3.3 million Americans with part- 
time jobs who were looking for full- 
time employment. That was in March 
of 2001 at the start of this administra-
tion. Now that is up to 4.6 million 
Americans in part-time jobs who want 
to have a full-time job. 

That is a great leap in terms of the 
unemployment numbers recently, the 
great numbers of those have been in 
the part-time jobs. As we know with 
part-time jobs, more often than not 
they do not get the health insurance, 
they are not given the overtime pay. 
Obviously, they are denied pensions 
and they are denied other protections 
which many full-time workers receive. 

Americans want to work, they will 
work, but they are not given the oppor-
tunity to work in our economy, which 
gets back again to the Cantwell amend-
ment. If that is the circumstance, why 
aren’t we willing to extend the unem-
ployment compensation fund when we 
know the unemployment compensation 
fund is in surplus? 

The next chart indicates clearly that 
40 percent of the jobs that are being 
created are in the low-wage and low- 
paying industries. This is what has 
happened in recent times. Even with 
the increase in the total numbers of 
jobs, these are basically low-paying 
jobs and part-time jobs. Only a handful 
of those in the last employment figures 
would be manufacturing. 

The next chart shows 43 States still 
have higher unemployment than when 
the recession began. With the excep-
tion of the 6 States in yellow, 43 States 
still have higher unemployment than 
when the recession began, which comes 
back to the basic rationale for the 
Cantwell amendment. 
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We still have significant unemploy-

ment in great parts of this country of 
ours. People just cannot find other 
work. If that is the condition—and it is 
the condition because this is the Bu-
reau of Labor Statistics figures—then 
we have to ask ourselves, Why are we 
cutting off and have ended effectively 
providing help and assistance with un-
employment compensation? It does not 
have to be this way. 

This chart is very instructive be-
cause it shows what a different admin-
istration did when we had economic 
challenges. This is in the early 1990s, 
coming out of the recession of the 
early 1990s. Under President Clinton, 
we saw the spiking of 2.9 million jobs. 
It took the spiking of up to 2.9 million 
before the administration terminated 
the extended unemployment compensa-
tion funds. They were facing signifi-
cant unemployment. With Presidential 
leadership and with the support of a 
Democrat House and Senate—that is 
true; because we did not get a single 
Republican vote in the Senate or in the 
House of Representatives—President 
Clinton put that into effect. We had 
the longest period of economic growth, 
price stability and job expansion than 
we have had in the last century. Fi-
nally, they cut off the unemployment 
compensation after it reached 2.9 mil-
lion. 

We have 2 million still unemployed 
and this administration has said, No 
way, to those workers and denied them 
unemployment compensation. 

This chart rebuts modern thinking 
about who is now suffering from the 
unemployment and who is not. The 
green line represents less than a high 
school degree and the red line signifies 
college graduate. It has been the belief 
that with more education, there is a 
greater and greater opportunity to get 
a job. Right? Wrong. It does not nec-
essarily follow. It can follow but it 
does not necessarily follow. 

Over the period of the last year, we 
find those with college degrees are in-
creasingly those who are affected with 
unemployment, even more so than 
those with less than a high school de-
gree which, effectively, remains flat. 

What is happening is higher unem-
ployment is moving into the middle in-
come. This is going to college grad-
uates—not those who just completed 1 
year but those who completed college. 
The red line on the chart indicates 
they are the ones now who have college 
degrees. Yet they are increasingly un-
employed. 

I bring back to the Senate this very 
important chart because it very clearly 
shows what is happening out there in 
Main Street America to the middle-in-
come working families in this country. 

Over the period of the last 5 years, 
what we have seen—and we are looking 
now from 2000 to 2004—in the pur-
chasing power of middle-income fami-
lies is their income has gone down 2 
percent. But the prices for their homes 
or rentals have gone up 17.8 percent; 
health care, 50 percent; tuition for 

their children, 35 percent; and utilities, 
15 percent. You talk about the middle 
income having challenges holding on to 
their economic security, this is what is 
happening to them. Their income, in 
terms of purchasing power, has effec-
tively been stable, but the costs which 
they have had to pay in health insur-
ance, tuition, utilities, and home 
prices, let alone what has been hap-
pening in terms of their local taxes, 
have been going up, and they have been 
feeling the squeeze. 

Can you imagine families with these 
kinds of obligations and suddenly they 
do not have any income at all. The 
only lifeline they have is the unem-
ployment compensation. They have 
paid into it, and they wonder if they 
are going to get it. The unemployment 
fund is in surplus, and the Republican 
leadership says: No, we are not going 
to let you have a vote. 

Finally, we should understand this 
very clearly about what has been hap-
pening on Wall Street. With the Wall 
Street recovery, the corporate profits 
have gone up in the last 3 years by 
some 37.5 percent. Yet the change in 
workers’ wages, as this chart shows, is 
1.5 percent; basically the same figures 
we had before. 

So this is what is happening. There 
are those who are doing very well, and 
there are those who are able to go 
through this period of time and have a 
great deal of financial security. But 
not middle-income working families; 
they have not been able to do so. And 
this institution is not helping them. 
We are not helping them with any kind 
of increase in the minimum wage. We 
do not help them with the unemploy-
ment compensation. We do not help 
them, although we did have a positive 
vote. The administration certainly did 
not help them on the issue of overtime. 
We have left out 9 million Americans 
when it comes to pensions, which leads 
me into another issue in terms of 
health care coverage, which is another 
issue for us to consider. 

What the Senator from Washington 
is attempting to do is to provide at 
least some temporary relief until the 
economy gets strong for those millions 
of Americans who are trying to make 
it, who worked hard and paid into the 
unemployment compensation fund so 
they will be able to meet the most 
basic and fundamental needs of their 
families. 

Without this relief, 85,000 American 
workers a week are losing their unem-
ployment compensation. Surely we can 
do something about it. We have a sur-
plus fund of in excess of $15 billion. So 
I would hope we would cease the ob-
struction of the Cantwell amendment 
and permit us to have a vote on the 
Cantwell amendment. We have had a 
clear majority of this body that wants 
to vote in favor of it. Yet we are being 
obstructed from being able to do that, 
as we have been obstructed by the Re-
publican majority on the issue of the 
increase in the minimum wage. 

MEDICARE AND THE UNINSURED 
Mr. KENNEDY. Mr. President, for 

many of us, this is ‘‘cover the unin-
sured week,’’ but, for the administra-
tion, a better title would be ‘‘ignore 
the uninsured week.’’ Since the day it 
took office, this administration has ig-
nored the worsening health care crisis 
that jeopardizes more and more fami-
lies. Costs are out of control. The num-
ber of the uninsured is soaring. No fam-
ily can be sure that the insurance that 
protects them today will be there for 
them tomorrow. And the Bush adminis-
tration remains frozen in the ice of its 
own indifference. 

The number of people without insur-
ance has grown by four million since 
President Bush took office—and he has 
done nothing. Health insurance pre-
miums have skyrocketed by 43 per-
cent—and he has done nothing. Pre-
scription drug costs have exploded by 
45 percent—and he has done nothing. 

Every day, employers shift more 
costs to employers or cancel coverage 
altogether. Every day more families 
are forced into bankruptcy because of 
high medical bills. And President Bush 
does nothing. 

Soaring health costs and declining 
insurance coverage harms the poor, but 
they are protected to some extent by 
Medicaid. It is the hardworking middle 
class who are victimized the most. 
More than 80 percent of the uninsured 
are in working families. Fourteen mil-
lion have incomes of more than $50,000 
a year. Seven million have incomes of 
more than $75,000 a year. No family is 
more than one pink slip or one em-
ployer decision away from being unin-
sured. 

That is wrong. You and I know it is 
wrong. And the American people know 
it is wrong. But President Bush refuses 
to do anything about it. 

The President has read the polls 
showing that the American people are 
concerned about health care, so he pre-
tends that he cares. As in so many 
areas, he talks the talk, but he doesn’t 
walk the walk. He has done nothing. 
The steps he has proposed don’t even 
deserve to be called tokenism. They ac-
tually take us in the wrong direction. 
They would be laughable, except that 
the health care crisis is no laughing 
matter for millions of American fami-
lies. 

The President touts new tax breaks 
for the healthy and wealthy—as if the 
wealthy haven’t already benefitted far 
too much from this administration’s 
policies. The administration calls for 
health savings accounts—but for mil-
lions of Americans who need health 
care the most, the result will be thou-
sands of dollars in higher premiums, 
not savings. 

The administration claims to offer 
refundable tax credits to help the low- 
income uninsured buy insurance. But 
those credits are inadequate to buy 
real coverage. Far from helping the un-
insured, they would actually cause mil-
lions more to lose the good employer 
coverage they now enjoy. They are 
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such a low priority for the President 
that he didn’t even provide money to 
fund them in his own budget. 

The administration is proposing asso-
ciation health plans to lower costs for 
small business. But these plans are 
nothing more than a giveaway to trade 
associations that support the Presi-
dent, and they will raise premiums for 
more than 20 million workers accord-
ing to CBO. 

The administration proposes a Fed-
eral cap on medical malpractice 
awards, and calls it cost control. But 
the idea that you can cut health care 
costs by denying fair compensation to 
severely injured patients is a cruel 
hoax. Some premiums are $100,000. 

When it comes to affordable health 
care for the American people, this ad-
ministration is all talk and no action. 
It is compassionate conservatism with-
out the compassion. President Bush 
and the Republican Congress won’t 
make the tough decisions to bring 
costs down. They won’t stand up to the 
drug companies that profit enormously 
from the status quo. They won’t put 
the need for health care for American 
families ahead of the greed of wealthy 
campaign contributors. It’s time for a 
change. 

Our colleague Senator JOHN KERRY is 
proposing a plan to give health care 
the top priority it deserves. He believes 
that secure, affordable health care for 
hard-working families is more impor-
tant than tax breaks for millionaires 
and billionaires. His plan will provide 
health insurance coverage for 27 mil-
lion people nearly two-thirds of the un-
insured. He will cut costs for every 
family that pays an insurance pre-
mium. 

He will take on the drug companies, 
so that Americans can enjoy the same 
fair prices paid by Canadians and Euro-
peans. He will give every American— 
every American—access to the same 
health care enjoyed by members of 
Congress at the same fair price they 
pay. He will be a health care Presi-
dent—and that is just what the doctor 
ordered for every family that needs and 
deserves quality, affordable health 
care. 

Every senior citizen now has health 
insurance through Medicare. But Medi-
care’s guarantee of affordable health 
care remains unfulfilled, because Medi-
care does not cover the high cost of 
prescription drugs. Congress had a 
chance to provide a decent downpay-
ment on prescription drug coverage 
last year, but President Bush and the 
Republican leadership hijacked that 
program. 

The Bush Medicare bill needs to be 
scrapped and replaced. It is a raw deal 
for senior citizens and a sweetheart 
deal for the insurance industry and the 
pharmaceutical industry. It is a tri-
umph of right-wing ideology pre-
tending to be positive reform. It is 
based on a flagrant deception reaching 
all the way to the top of the White 
House. The sorry story of this legisla-
tion is a prime example of the need for 

new and more effective leadership in 
the White House. 

The Republican Medicare bill lav-
ishes Medicare money on subsidies to 
HMOs and other private insurance 
plans—$46 billion, according to the 
Medicare actuary. The goal is to under-
mine Medicare, make it no-competi-
tive, and force senior citizens to join 
HMOs. 

The administration’s bill was de-
signed to benefit drug companies and 
insurance companies, not senior citi-
zens. It is not a serious solution to the 
high cost of prescription drugs. Be-
cause of high premiums and high 
deductibles, 6 million senior citizens 
will actually pay more in premiums for 
the drug program than they will re-
ceive in benefits. Another 6 million— 
the poorest of the poor on Medicaid— 
will actually be forced to pay more for 
the drugs they need. Three million 
more retirees will lose the good private 
retirement coverage they now have, 
and will be forced into the inadequate 
new program. That is 15 million senior 
citizens who will actually pay more for 
prescription drugs under this bill than 
they would pay if the bill had never 
been enacted. 

Let me repeat that. Fifteen million 
senior citizens will actually pay more 
for prescription drugs than if this bill 
had never been enacted. 

Even for those who do benefit from 
the bill, the benefits are meager. Once 
your spending for drugs reaches $2,250, 
you fall into a hole where you receive 
no benefits at all until you spend $2,800 
of your own funds. If you spend $500 a 
year today, you will pay more in pre-
miums than you get back in benefits. If 
you spend $1,000, you will still pay 86 
percent of the cost. If you spend $5,000, 
you will pay 78 percent of the costs. 
The bottom line is that in paying for 
the drugs you need, you will be better 
off on a bus to Canada than you will be 
under the Bush bill. 

A key reason the drug benefits are so 
inadequate under the Bush bill is that 
it fails to do anything to control the 
explosive growth in the cost of pre-
scription drugs. Drug companies will 
reap at least $139 billion in windfall 
profits over the next 8 years. According 
to the Congressional Budget Office, 
drug prices will actually rise faster, 
not more slowly, as a result of this bill. 

The Bush bill shouldn’t be called the 
Medicare Prescription Drug Improve-
ment Act. It should be called the 
‘‘Profits for Drug Companies Improve-
ment Act.’’ 

The more senior citizens learn about 
the Medicare bill, the less they like it. 
The Bush administration has already 
squandered more than $20 million of 
senior citizens’ own Medicare money 
on thinly disguised political advertise-
ments for the Bush reelection cam-
paign. These misleading and dishonest 
advertisements are intended to per-
suade the elderly that this lemon of a 
bill is actually lemonade. But senior 
citizens aren’t accepting those ads, be-
cause they don’t trust them. 

Now, the Bush administration is try-
ing yet another disinformation cam-
paign. Our part of the Medicare bill is 
a provision to license private compa-
nies to use the Medicare seal of ap-
proval to peddle discount cards to sen-
ior citizens. 

The administration is attempting to 
hype these discount cards to try to re-
habilitate their failed Medicare bill. 
But senior citizens understand that 
these Medicare discount cards are a 
phony and ineffective solution to high 
drug prices—and every day brings a 
new embarrassment. The $18 million of 
senior citizens’ own money that the 
Bush administration is spending to 
promote this program isn’t persuading 
anyone. 

The administration set up a Web site 
to help senior citizens choose the cards 
that offer the biggest discounts in its 
ridiculously complicated program. But 
it turns out that many of the prices 
posted on the Web site are just plain 
wrong. The card companies blame the 
Bush administration, the administra-
tion blames the card companies, and 
senior citizens are left holding the bag. 

Studies by Families USA and the 
House Government Reform Committee 
prove what most analysts had said. The 
cards offer little or no savings com-
pared to discount programs already 
available to senior citizens. Senior citi-
zens will still be paying 50 percent 
more than Canadians pay and 50 per-
cent more than the Government nego-
tiates for the Veteran’s administration 
and other Federal programs. 

The Bush administration tried to res-
cue their program with yet another 
study claiming to show that the cards 
really were a good deal. They claimed 
that the earlier study had not made a 
fair comparison in prices. So they pre-
pared a new table and claimed savings 
ranging from 4 to 10 percent. 

But once again, the administration 
played fast and loose with the facts. 
The discount cards don’t allow pur-
chase of a 30-day supply of drugs. So 
the administration took the cost of a 
90-day supply, divided it by 3 and com-
pared the cost to a 30-day supply al-
ready available on the Internet. Once 
postage and handling costs for three 
orders are also included, one discount 
card offers essentially the same dis-
count, one card is 22 percent more ex-
pensive, and two cards offer minimal 
savings of 4 percent and 6 percent, not 
counting the enrollment fee. 

Everyone understands that the real 
issue isn’t small discounts from al-
ready inflated prices. The real issue is 
the Bush administration’s unwilling-
ness to take on the drug companies. It 
won’t allow Americans to buy drugs at 
the much lower prices paid by for-
eigners. It refuses to allow the Govern-
ment to use the purchasing power of 40 
million Medicare beneficiaries to nego-
tiate a fairer price. 

When the Bush administration first 
put out its flawed study, they inadvert-
ently let the cat out of the bag. They 
included Canadian prices and the Fed-
eral Supply Schedule prices of the 
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drugs. A few hours later, they released 
a ‘‘corrected version’’ that omitted the 
comparison, but the damage was obvi-
ous. 

Whether the issue is the real cost of 
their Medicare plan or the savings from 
their drug cards, the Bush administra-
tion has made deception a tactic and 
distortion a habit. 

The administration’s hype won’t fool 
senior citizens or the American people. 
It isn’t fair for Americans to pay twice 
as much as foreigners pay for drugs 
made in America by American pharma-
ceutical companies. It is not right that 
the Bush administration is fighting to 
protect drug company profits instead 
of fighting for patients. It doesn’t re-
flect American values that legislation 
designed to protect senior citizens 
should be turned into a bonanza for 
powerful Republican campaign contrib-
utors. 

It is wrong for this administration to 
continually distort the facts and de-
ceive senior citizens. We need a presi-
dent and a Congress who will stand up 
to the drug companies and insurance 
companies and stand up for senior citi-
zens. 

f 

THE PRISONER ABUSE 
RESOLUTION 

Mr. KENNEDY. Mr. President, I want 
to comment about the resolution that 
will be before the Senate. We will vote 
on it in a very short time. 

I support the resolution. The torture 
and other sadistic abuses of prisoners 
in Iraq have done immense damage al-
ready to America’s reputation in the 
world, and the worst may be yet to 
come. 

Protection of the Iraqi people from 
the cruelty of Saddam had become one 
of the administration’s last remaining 
rationalizations for going to war. All of 
the other trumped-up rationalizations 
have collapsed. Saddam was not on the 
verge of acquiring nuclear weapons. He 
had no persuasive link to Al-Qaida. He 
had nothing to do with 9/11. We have 
found no weapons of mass destruction. 

So it is human rights that the admin-
istration turned to in order to justify 
its decision to go to war. On December 
24, 2003—the day Saddam was cap-
tured—President Bush said, ‘‘For the 
vast majority of Iraqi citizens who 
wish to live as free men and women, 
this event brings further assurance 
that the torture chambers and the se-
cret police are gone forever.’’ 

On March 19, 2004, President Bush 
asked: ‘‘Who would prefer that 
Saddam’s torture chambers still be 
open?’’ 

Shamefully, we now learn that 
Saddam’s torture chambers reopened 
under new management—U.S. manage-
ment. 

Every day brings new photos, new 
horrors from the same prison and the 
same torture rooms that Saddam used 
to commit crimes against humanity. 
Today, it’s the photo of a naked Iraqi 
man, his hands clasped behind his head 

in terror, facing snarling German shep-
herd dogs held on leashes by American 
soldiers. According to the New Yorker 
magazine, subsequent photos show the 
Iraqi man lying on the ground, writh-
ing in pain, blood flowing from wounds 
on both his legs. 

President Bush has presided over 
America’s steepest and deepest fall 
from grace in the history of our coun-
try. The tragedy unfolding in Iraq is 
the direct result of a colossal failure of 
leadership. 

We all agree that the guards and in-
terrogators who committed these 
abuses at Abu Ghraib prison should be 
held accountable. They should be pros-
ecuted to the fullest extent of the law. 
But the responsibility for these abuses 
does not lie with them alone. 

On Friday, the Armed Services Com-
mittee held its first public hearing on 
the abuses. Secretary Rumsfeld and 
General Myers came to the hearing to 
tell us what had happened at the pris-
on, but in several instances their an-
swers were incomplete or misleading. 

Secretary Rumsfeld testified that the 
guards at the prison had received train-
ing on detention procedures and had 
been instructed to abide by the Geneva 
Conventions. Yet in the report on his 
investigation of such abuses last win-
ter, General Taguba found that the sol-
diers involved were poorly trained to 
manage such operations. He found that 
neither the prison camp rules nor the 
provisions of the Geneva Conventions 
were posted in English or in the lan-
guage of the detainees. 

Secretary Rumsfeld and General 
Myers testified that the abuses at the 
prison lasted from October to Decem-
ber 2003. They said that the military 
leadership’s first indication of trouble 
was when a low-ranking soldier came 
forward in January 2004. 

Yet, since the beginning of the war, 
the International Committee for the 
Red Cross had provided Pentagon offi-
cials with repeated reports of abuses at 
the prison. Some of these abuses, the 
Red Cross reported, were ‘‘tantamount 
to torture.’’ 

As early as May 2003, the Red Cross 
had sent Pentagon officials a memo-
randum describing more than 200 alle-
gations of mistreatment during the 
capture and interrogation of Iraqi pris-
oners. 

In October 2003, the Red Cross in-
spected the Abu Ghraib prison, includ-
ing the unit where the worse abuses at 
the prison occurred. They saw pris-
oners being held naked in cells and 
forced to wear women’s underwear. 
They saw evidence of burns, bruises, 
and other injuries consistent with the 
serious abuses that the prisoners had 
alleged. 

After this October 2003 inspection, 
the Red Cross put officials at Abu 
Ghraib prison and at Central Command 
on notice that they were violating 
international humanitarian law. Yet 
October 2003 is when the military now 
says that the abuses at Abu Ghraib 
prison began, and that they didn’t 

know anything was wrong until 3 
months later. 

Clearly, the military leadership 
failed to respond properly to the re-
ports and recommendations of the Red 
Cross. During 2003, both the State De-
partment and the Coalition Provision 
Authority repeatedly appealed to top 
military officials to stop the mistreat-
ment of military detainees. Secretary 
Powell himself raised this issue at cab-
inet meetings and elsewhere, pleading 
for proper care and treatment of de-
tainees, but the Defense Department 
failed to act. 

The military leadership is also re-
sponsible for putting troops in charge 
of the prison who were not trained to 
do the job. They assigned too few sol-
diers to the prison than were required 
to do the job right. They relied on ci-
vilian contractors to perform military 
duties, including the interrogation of 
Iraqi prisoners. 

The military leadership failed to re-
spond in a systemic way even after it 
had initiated 35 criminal investigators 
into the alleged mistreatment of de-
tainees in both Iraq and Afghanistan; 
25 of these investigations involved 
deaths. In December 2002, military doc-
tors at the Bagram Air Base in Afghan-
istan ruled that two Afghan men in 
U.S. custody had died from ‘‘blunt 
force injuries.’’ No one in the military 
has been held accountable for these 
homicides. 

Since 9/11, top officials in the admin-
istration have shown an arrogant dis-
regard for the protections of the Gene-
va Conventions in dealing with detain-
ees. In January 2002, Secretary Rums-
feld was asked why he believes the Ge-
neva Conventions do not apply to the 
detainees at Guantanamo. He replied 
that he did not have ‘‘the slightest con-
cern’’ about their treatment in light of 
what had occurred on 9/11. In other 
words, they are terrorists, and torture 
is too good for them. The British maga-
zine The Economist called his remarks 
‘‘unworthy of a nation which has cher-
ished the rule of law from its very 
birth.’’ 

It is clear that it is not enough for us 
merely to pass a resolution con-
demning the abuses. We need a full and 
independent investigation and fully ac-
countability, including a comprehen-
sive review of all detention and inter-
rogation policies used by military and 
intelligence officials abroad, in Iraq, 
Afghanistan, Guantanamo, and else-
where. The American people and the 
Iraqi people deserve answers, and they 
deserve them quickly. 

I yield the floor. 
The ACTING PRESIDENT pro tem-

pore. The Senator from Idaho is recog-
nized. 

f 

NATIONAL ENERGY CRISIS 
Mr. CRAIG. Mr. President, I come to 

the floor not to point fingers or make 
accusations about the tragedy that oc-
curred in Iraq and continues to unfold. 
So while we are focused on inter-
national affairs and what may or may 
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not have gone on in the Abu Ghraib 
prison, what I am going to talk about 
for a moment is what the average 
American, taxpaying, consuming, vot-
ing public, has experienced this past 
weekend. 

They went to the service station in 
their local community and filled up 
their gas tank with the highest priced 
gas in the history of this country. They 
paid anywhere from $1.84 to over $2.50 a 
gallon, depending on where one lives. 
When that credit card or that cash was 
handed out, that American consumer 
had paid more for gas at that moment 
on that day than ever in the history of 
this country. Yet this Senate, em-
broiled in Presidential politics at this 
very moment, fails to deal with this 
issue. 

I am amazed that last month the 
American economy struggled along and 
created nearly 300,000 new jobs, and we 
may well end up the quarter with one 
of the strongest growth periods in the 
American economy than we have had 
in a decade, and yet in all of those 
struggles, the American economy is 
spending more for energy than ever in 
the history of this country. 

I have not heard one speech on the 
floor about blame big oil, and the rea-
son I have not is because I think there 
are a lot of Senators who are hiding at 
this moment or not wanting to address 
the fact they voted down a national en-
ergy policy some months ago and de-
nied the American consumer a progres-
sive Government policy that begins to 
promote investment and development 
in the energy sector of this country. 

At the close of business on Friday of 
this past week, the futures for crude oil 
in some categories went to over $38 a 
barrel. That will translate down the 
road to nearly $3 a gallon at the pump 
in the United States. I bet I am one of 
the few who will come to the floor 
today and speak about the crisis in en-
ergy that is draining this economy 
while all of that money flows to the 
Middle East because we are so focused 
on the Presidential fingerpointing that 
is going on at this very moment. 

Why don’t we fingerpoint at our-
selves for just a little bit? Why don’t 
we blame big government and big poli-
tics at this moment for the failure of 
the Senate to address and pass a na-
tional energy policy for this country? 

When we talk about growth and we 
talk about the average American fam-
ily’s needs, have we told the American 
family this year they are going to 
spend between $400 and $500 more for 
gasoline than they did a year ago? No, 
we have not told them that. I am tell-
ing them that today because that is 
what they are going to spend. 

They are also going to spend a great 
deal more for a lot of their consumer 
goods that are made with petrochemi-
cals. Carpeting in our homes today is 
synthetic and made as a derivative of 
the hydrocarbons or petroleum. Paint, 
plastics, all of those kinds of products 
are critically important to the Amer-
ican consumer, and the base resource 

that makes them is petroleum. Yet 
this country has had a ‘‘no develop-
ment’’ policy for well over two decades. 
We have run around and stuck our 
heads in the sand hoping that somehow 
we could just get through this while 
the world was becoming an ever larger 
consumer of hydrocarbons. 

We have good conservation policies 
in place, and we would have better con-
servation policies in place had we 
passed a national energy policy. We 
would have pro-production policies in 
place and we would be sending the 
economy toward producing once again 
had we passed a national energy policy. 

My guess is bids would have gone out 
for the development of an Alaska gas 
pipeline to bring billions of cubic feet 
of gas to the lower 48 had we passed a 
national energy policy. 

We would have the legitimate right 
to say to the consumer that we have 
done something for you. Oh, yes, we 
were asleep at the switch for a decade 
fighting over the environment and 
fighting over the politics of who wins 
and who loses in energy production, 
but we cannot even say that today. We 
cannot even say we did the right 
things. 

I was doing a radio talk show this 
morning and somebody said: Isn’t this 
the President’s fault? I reminded them 
that the first priority of the Bush ad-
ministration when they came to office 
31⁄2 years ago was a national energy 
policy, and while the other side is try-
ing to subpoena the records and pick 
the books and argue that this was 
somehow a clandestine gathering, what 
they failed to recognize is the multiple 
recommendations made by this study 
group, headed by the Vice President, 
was early on and was a priority of this 
administration. 

We took those recommendations with 
the work the Energy Committee has 
done in the Senate, under the leader-
ship of PETE DOMENICI, and we crafted 
a national energy policy. It was not 
about who was a winner and who was a 
loser. It was about getting this country 
back into the business of production so 
the American consumer would not have 
to pay $2.50 a gallon at the pump for 
their gas. But, once again, we got em-
broiled in politics. 

Somehow winners and losers wanted 
to be picked by some. Somehow we 
could not touch the pristine environ-
ment of ANWR of Alaska to bring that 
oil south to the lower 48 and to give us 
leverage power in the world market to 
tell the world producers that we were 
not going to be held hostage by their 
restrictive production that would drive 
up prices. We did none of that. Even 
though a majority of the Senate—Re-
publicans and Democrats—voted for a 
national energy policy, a few dragged 
their feet, we missed that magic num-
ber of 60, and a national energy policy 
did not go forth. 

What did I tell that phone caller 
today when he said, Shouldn’t we 
blame the President? I said, no, he was 
the first to lead us. We simply would 

not follow because, you see, our poli-
tics was better or smarter, and, in this 
instance, it might well have been 
dumber. So blame Congress and blame 
the Senate and check the voting 
records of your individual Senators to 
see where they were on the develop-
ment of a pro-production, pro-con-
servation, multiple alternative, new 
technology energy policy for our coun-
try. 

As the summer goes on, all of our re-
fineries are operating at peak capacity 
at this moment, but that which they 
are refining, nearly 60 percent is pro-
duced by a foreign country, and those 
foreign countries are raking in U.S. 
gold today in the form of U.S. dollars 
like they never have before. All of our 
money flows overseas instead of devel-
oping in this country and producing 
jobs and improving our economy. 

Call your Senator and say: Vote on a 
national energy policy. It is right there 
in front of you. Quit playing politics 
with this issue. I believe the American 
consumer grows angry that the price 
they pay at the pumps is the highest 
price they have ever paid for gas. This 
time they have only one group to 
blame, and that is the Congress of the 
United States, for failing, at the urging 
of the President and at the urging of 
consumer groups and all who have 
studied this issue over the years, they 
have us to blame because we could not 
produce a national energy policy for 
this country. It is big politics and a 
failing Senate. 

While we continue the debate about 
the tragedies of Iraq—and we should 
get to the base of that issue, let’s not 
forget there are other issues in this 
country that are very important to job 
creation, to the long-term economic 
stability of our country, and one of 
those will be the cost of energy and the 
cost of input into the economy of this 
great country. 

Let’s pass a national energy policy. 
Let’s pass the tax incentive package 
that is within the FISA bill. Let’s get 
at it, Senate, and do the work we were 
sent here to do and allow this country 
to get back into the production of en-
ergy so we can challenge the world 
market and provide our consumers 
with that which they deserve: an abun-
dance of reasonably priced energy and 
a variety of alternatives to pick from 
in this great marketplace of ours. 

I yield the floor. 
The ACTING PRESIDENT pro tem-

pore. The Senator from Montana. 
Mr. BAUCUS. Mr. President, I ask 

unanimous consent to speak in morn-
ing business and use such time as I 
might consume. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

f 

CLOTURE VOTE ON THE JOBS BILL 
Mr. BAUCUS. Mr. President, Albert 

Einstein once advised, everything 
should be made as simple as possible 
but not simpler. In other words, know 
when you have done enough. 
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On the JOBS bill that will soon be 

before the Senate today, we are near 
time when we have done enough. The 
Senate has returned to the JOBS bill 
now for the 14th separate day over the 
course of 5 separate weeks. The Senate 
has considered 28 separate amend-
ments. It adopted 17 separate amend-
ments. Many of the amendments the 
Senate considered, such as Senator 
HARKIN’s amendment on overtime regu-
lations and Senator WYDEN’s amend-
ment on trade adjustment assistance, 
have not been strictly germane to the 
bill at hand. 

The modern Senate does not regu-
larly devote such time and freedom of 
amendment to major bills. It is really 
not that normal for the Senate to con-
sider every amendment until no other 
Senator seeks to offer amendments. 

My colleagues will remember the 
Senator from Louisiana, Russell Long. 
Senator Long served as chairman of 
the Finance Committee from 1965 to 
1981. When Russell Long would bring a 
major tax bill to the Senate floor, he 
would frequently file cloture early, just 
to require that amendments be ger-
mane. 

With the advent of the budget rec-
onciliation process in 1981, the Senate 
began considering major tax increases 
in Senate reconciliation bills. The rec-
onciliation process, as we know, limits 
debate to a maximum of 20 hours, pret-
ty much 2 or 3 days, and reconciliation 
restricts Senators to only germane 
amendments. 

In 1996, the Senate began considering 
tax cuts under the tight rules of the 
reconciliation process. Since then, al-
most every major tax bill has been a 
reconciliation bill. This year, a number 
of Senators sought to have this JOBS 
bill considered in reconciliation. To his 
credit, the chairman of the committee, 
Senator CHUCK GRASSLEY, fought these 
efforts. He and I talked about this sev-
eral times. He frankly prevailed on 
many on his side of the aisle in arguing 
that this tax bill, the FSC/ETI bill, 
should not be under reconciliation 
under those very tight conditions but 
should be a regularly considered bill, 
and he prevailed. I commend him for 
that. 

Let us now look at this bill. This bill 
began as a venture of both Democrats 
and Republicans working together in 
the Finance Committee. I might add 
the vote was 19 to 2. Only two members 
in the committee voted against this 
bill, and they were on the other side of 
the aisle. 

This bill’s major provision, tax cuts 
for American manufacturing, is really 
a Democratic priority. Democrats have 
sought all along to create and keep 
good manufacturing jobs in America. 
We advanced this priority when many 
House Republicans sought to maximize 
tax breaks for international businesses 
or, to put this another way, the Fi-
nance Committee decided after con-
sulting with Members on both sides of 
the aisle, both Republicans and Demo-
crats, that it made more sense for the 

FSC/ETI placement bill to have a de-
duction for manufacturing produced in 
the United States rather than the ap-
proach taken by the majority party in 
the other body, which wanted a cor-
porate tax reduction, international tax 
reduction bill, not a domestic manufac-
turing jobs bill. So it is a very different 
approach. 

Again, to his credit, the chairman of 
the committee, Senator GRASSLEY, 
agreed with Members on both sides of 
the aisle that the best solution is the 
Republican and Democratic approach, 
the bipartisan approach, to help create 
more jobs in America by providing for 
the 9-percent manufacturing deduction. 
Contrast that with the House majority 
approach, which is much different, and 
I am quite certain a majority of our 
Members, certainly on this side of the 
aisle, are against it. 

When it comes to the question of how 
much and how long we need to fight for 
amendments on the Senate floor, I 
think it matters whether we are talk-
ing about a partisan bill where the ma-
jority has closed the minority out of 
the process or are we talking about a 
bipartisan bill where Senators have 
worked together across the aisle. This 
clearly has been a bipartisan bill. 

Our bill advanced the Finance Com-
mittee as a cooperative venture. The 
chairman of the Finance Committee 
and I working together included many 
of the provisions in the bill in response 
to requests from Senators on this side 
of the aisle. I daresay many provisions 
in this bill are in response to a request 
by Senators on this side of the aisle, al-
though a good number are in response 
to Members on the other side of the 
aisle. So therefore this bill reflects a 
very open and democratic process. 

Once we came to the Senate floor, 
this Senator tried to ensure that the 
Senate consider the maximum number 
of amendments, as many as we possibly 
can. Twice before on this bill, I have 
fought cloture, worked against cloture, 
to ensure that the Senate could ad-
dress, for example, Senator HARKIN’s 
overtime amendment and others. The 
Senate did consider that amendment. 
The Senate adopted that amendment. 
Over the course of last week’s Senate 
consideration, the chairman of the Fi-
nance Committee and I have attempted 
to maximize the number of amend-
ments the Senate could consider, and 
now the Senate has considered 28 
amendments. It adopted 17 of those. 
That, I believe, is a very respectable 
record. 

Now, when the Senate appears to be 
stymied over whether to vote on the 
amendment of the Senator from Wash-
ington on unemployment insurance, I 
continue to work for a vote on that 
amendment. 

So here is where we stand: If the ma-
jority can see that there is a prospect 
that the Senate will invoke cloture on 
this bill, then I believe the majority 
will allow a vote on the unemployment 
insurance amendment; but if the ma-
jority sees that Senators on this side of 

the aisle are united against cloture, re-
gardless of whether they allow a vote 
on the unemployment issue, then I be-
lieve the majority will not allow a vote 
on the unemployment insurance 
amendment. That is where we are. It is 
that simple. 

If Democrats want the Senate to vote 
on unemployment insurance, then we 
need to show some prospect of bringing 
this bill to a close. I believe we should 
accept that offer to get a vote on the 
unemployment insurance amendment. 
To do so, we should support cloture. 

We should acknowledge that we are 
near the time when we have done 
enough. I say ‘‘near time’’ because even 
after the Senate invokes cloture, the 
Senate may still consider germane 
amendments. There are several amend-
ments I believe the Senate will be able 
to consider postcloture. For example, 
there is the amendment by the Senator 
from South Carolina, Mr. HOLLINGS, to 
strike the international provisions. 
There is the amendment by the Sen-
ator from Michigan, Mr. LEVIN, on tax 
shelters. There is the amendment by 
the Senator from Louisiana, Ms. LAN-
DRIEU, to provide tax benefits to re-
servists. There are amendments by the 
Senator from Arizona, Mr. MCCAIN, to 
strike energy tax provisions. There 
may be other germane amendments. 
Based on my understanding of the in-
tention of the two leaders and the two 
managers, I believe that if the Senate 
invokes cloture, the Senate will work 
through these and other germane 
amendments postcloture. In fact, the 
majority leader has publicly indicated 
so. 

Thus, I do believe we are near time 
when we have done enough. I support 
efforts to get a vote on the unemploy-
ment insurance amendment, and I sup-
port invoking cloture thereafter. So let 
us make this bill as good as possible 
but not better. Let us advance this bill 
to create and keep good manufacturing 
jobs, especially in America. Let us in-
voke cloture on this bill tomorrow. 

I yield the floor and I suggest the ab-
sence of a quorum. 

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. GRAHAM of South Carolina. Mr. 
President, I ask unanimous consent 
that the order for the quorum call be 
dispensed with. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

f 

IRAQI PRISONER RESOLUTION 

Mr. GRAHAM of South Carolina. Mr. 
President, I would like to take a few 
minutes to discuss the vote that is 
coming up this afternoon, the resolu-
tion about the Iraqi prisoner abuse 
scandal. 

No. 1, I would like to compliment 
Majority Leader FRIST and Senator 
DASCHLE for bringing this matter up, 
and the committees and those who are 
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involved in drafting the resolution, and 
allowing it to come to the floor. I 
think it is important for the Senate to 
be on record; but, more importantly, 
that this not just be used or seen as an 
opportunity for politicians to pile on 
and talk about the story that is hard to 
watch or view, that we are all on the 
right side here in making sure the 
world understands we condemn this, 
and it is more about us protecting our-
selves politically. I think it is a sym-
bolic gesture, but much of democracy 
is symbolism: The idea that an elected 
body—some say the most prestigious 
deliberative body in the world, and I 
can understand why people would say 
that about the Senate—would take 
some of its time to have a vote on 
something that goes to the core of who 
we are as a people. 

As I travel around and listen to con-
stituents about this prisoner abuse 
scandal, a couple of points are reflected 
back to me. 

No. 1, the people there are probably 
not nice people; they are criminals; 
maybe terrorists; that other people do 
worse; let us not be so hard on our-
selves; and people in a war environ-
ment where there is much stress some-
times overreact. That is all true. But 
that is not the point. The point is if we 
use as a standard to govern ourselves 
the shortcomings of a dictatorship, 
then the big loser is us. 

I spoke at a graduation this weekend. 
I said never use the standard of some-
one else’s failures to be your bench-
mark as to how you would like to live 
your life. 

We know how bad people treat good 
people and others. We have seen it in 
history for thousands of years. It was a 
real part of Saddam Hussein’s regime. 

The question is, Can we prove to the 
world and ourselves that good people 
treat bad people differently? Not only 
can we, I think we must. 

There are a lot of Iraqis who are 
probably not shocked by this prisoner 
abuse scandal nearly as much as we 
are. In their world, this is pretty much 
the way you do business. A lot worse 
happened in that prison under Saddam 
Hussein. But what happened there that 
we know about so far is very hard for 
Americans to understand and digest. 
That is the good thing. The fact a lot 
of Iraqis are willing to accept that this 
is usual is not a good thing. 

What will have to occur for Iraq to 
make it as a functioning democracy is 
people are going to have to change 
what to expect from their leaders and 
their government and those in author-
ity. 

My question to our Nation is, If we 
show anything short of disgust and 
condemnation, would we not be rein-
forcing to those already disheartened 
Iraqis that you should not have high 
expectations? Even the Americans, 
whom we have all heard about and who 
tout themselves as the good guy, un-
derstand how these things can happen. 

This resolution is a small step for-
ward to prove to the Iraqi people and 

others that you should have high ex-
pectations of those who are in your 
government—those who are given the 
authority to imprison, to make arrests 
and detain. If you start having those 
high expectations, you will be amazed 
at how things in Iraq change for the 
better. 

I have been waiting for a demonstra-
tion to occur in Iraq against the activi-
ties that led to the death of the four 
contractors. I am fully aware if you 
join us to stabilize Iraq, to be a judge, 
or a prosecutor, or a police chief or the 
army—any symbol of authority that 
would bring about a transfer of democ-
racy in Iraq—the insurgents are likely 
to come after you and your family. 

It is easy for us to talk about dem-
onstrating and showing disgust when 
we are not threatened. But in the his-
tory of our Nation, people have put 
their lives at risk to make us better. In 
my lifetime, people such as Dr. Martin 
Luther King risked their lives to try to 
make life better for us all. During the 
civil rights demonstrations of the 1950s 
and 1960s, the photos of police dogs at-
tacking African-American men and 
women shocked us all and it made 
what segregation is about real. 

I hope these photos will shock us and 
make us understand when we fail as a 
people, when our institutions fail, it is 
OK to apologize. It doesn’t make you 
smaller; it actually makes you larger. 
It is OK to say, I am sorry. There is a 
moral imperative, that when we assess 
accountability we do not take anybody 
off the list because of their rank or 
their status. 

This resolution today is a small step 
forward. There will be many more steps 
to be taken to overcome this prisoner 
abuse scandal and to transform Iraq 
into a functioning democracy. But 
there are voices in our country which 
are vilifying and undercutting the ef-
fort. 

I appeared on a show this Sunday 
with former NATO Commander General 
Wesley Clark, a man who served his 
country in a variety of roles and honor-
ably served in Vietnam and was wound-
ed. But he said something that dis-
turbed me. It took a while for me to re-
alize the depth of the statement. When 
asked, Will Iraq be democratic, or the 
effort to transform Iraq be successful, 
he said, Less than 50. I will give 2-to-1 
odds that this operation ends in a ca-
tastrophe, for a lack of a better word 
paraphrasing him. It is not good, I be-
lieve, to bet against ourselves, or to 
put 2-to-1 odds on the ending. People 
will take that wrong and think they 
are winning when they are really not. 
Whether Iraq becomes a functioning 
democracy or something akin to it is 
not only possible, it is a must. 

There will never be a Mideast with-
out turmoil and hatred until some 
countries in that region embrace the 
idea that you can worship God more 
than one way, that there is a role for 
women, a meaningful role for women, 
and democracy ensures the two things 
I have mentioned. All people can par-

ticipate and one’s faith is expressed in 
many ways in a democracy. Not only is 
Iraq’s transformation to a democracy a 
worthwhile objective, I think we have a 
moral imperative to accomplish that 
mission because it goes to the sense of 
whether we will ever win the war on 
terror. For every democracy that is 
formed in the Mideast, there is one less 
place for Osama bin Laden and his 
henchmen to be able to thrive; they 
know that. That is why they are fight-
ing so hard and so fiercely. The people 
indigenous to Iraq who do not want a 
democracy understand their past asso-
ciation with Saddam Hussein will not 
be rewarded. They want it their way 
and no other way. They use this oppor-
tunity to attack us and run America 
and other people out as a way to create 
a vacuum which they will fill. 

If that occurs and we fail in Iraq, the 
big loser will be the next generation of 
freedom-loving people all over the 
world. The international community is 
not only essential to transforming 
Iraq, it must take an active part soon-
er rather than later. 

History tells us sometimes the inter-
national community is more worried 
about appeasing the problem than solv-
ing the problem. Winston Churchill vir-
tually stood alone because so many 
people before him believed Hitler would 
be OK if you gave him just one more 
country. People like Hitler are never 
OK with just a little more. They want 
all you have and then some. 

Osama bin Laden will never be ap-
peased by having part of Iraq or all of 
it. People who think the way he does 
cannot be dealt with in terms that we 
understand and live by. That is not to 
say we need to throw our law and our 
values overboard. We need to under-
stand the only thing that will control 
the Osama bin Ladens of the world is 
the same thing that controlled the Hit-
lers of the world: Good men and women 
from diverse backgrounds from all over 
the world coming together and saying, 
We will fight you. We will fight for 
freedom of religion, diversity in life. If 
you want to fight, that is the only way 
this can be resolved, you will get a 
fight. 

The international community needs 
to help us yesterday. President Bush is 
right: a democratic Iraq is necessary to 
transform the Middle East as a start-
ing point. President Bush is right: Iraq 
is a frontline effort in the war on ter-
ror. It is a place in the past where ter-
rorists felt at home; a place in the past 
with a leader, Saddam Hussein, who 
fueled money to the Middle East to re-
ward those who wanted to destroy the 
State of Israel and prevent a two-state 
solution between Palestine and Israel. 

This resolution could not come at a 
better time. But it is only a small first 
step of many more steps to come. My 
bet is that it is not 2 to 1, it is 100 per-
cent; that if Americans can come to-
gether and stop the partisan fighting 
over this war, having differences of 
opinion is absolutely appropriate, and 
the only way a free people can live. 
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The Iraqi prison abuse scandal is an 

opportunity for America to come to-
gether. Regardless of whether you are 
Republican or Democrat, we see this 
problem the same. If we work together, 
we can win. We will work, I am 100-per-
cent certain of that. The only person 
who can defeat us is ourselves. 

The PRESIDING OFFICER. The Sen-
ator from Utah. 

Mr. HATCH. What is the parliamen-
tary situation? 

The PRESIDING OFFICER. Morning 
business with a 10-minute time limit. 

f 

JUDICIAL NOMINATIONS 

Mr. HATCH. Madam President, over 6 
weeks ago, the Senate minority insti-
tuted what resulted in a virtual freeze 
on the Senate’s constitutional respon-
sibility to provide advice and consent 
on the President’s nominees. 

This is troubling to me for a variety 
of reasons. Nevertheless, I am slightly 
encouraged by the movement on a few 
executive nominations last week, even 
though I remain extremely concerned 
about the current and continuing 
freeze on judicial nominations. 

The last time the Senate confirmed a 
judge was on March 12, about 2 months 
ago. So it is past time for a rollcall. 

Yesterday, in addition to being Moth-
er’s Day, marked the beginning of the 
fourth year since the President sent to 
the Senate his first nominations to the 
Federal judiciary. Back on May 9, 2001, 
President Bush nominated 11 out-
standing individuals to serve on the 
bench. The Senate has confirmed eight 
of those nominees. One has withdrawn, 
and two are still pending. 

I commend Senator DASCHLE and 
other colleagues across the aisle, espe-
cially my friend the ranking Demo-
cratic member of the Judiciary Com-
mittee, Senator LEAHY, for working 
with us and the administration in con-
firming to date 173 of President Bush’s 
judicial nominations. As Senator 
LEAHY frequently reminds us, 100 of 
those nomination confirmations took 
place during his tenure as Judiciary 
Committee chairman from mid-2001 
through 2002. 

But more work can and needs to be 
done so that the American public can 
enjoy the benefits of a more fully 
staffed Judiciary. Unfortunately, the 
old saying, ‘‘justice delayed is justice 
denied’’ is true. The Senate needs to 
consider the judges on the calendar and 
give each one an up-or-down vote, as 
the Constitution requires. At present, 
there are 32 nominations for our dis-
trict and circuit courts pending before 
the full Senate. Among this group are 
22 men and 10 women. This is an out-
standing group of candidates with di-
verse backgrounds. These candidates 
include a number of impressive minor-
ity candidates such as Justice Janice 
Rogers-Brown of the California Su-
preme Court, who has been nominated 
to serve on the influential Circuit 
Court of Appeals for the District of Co-
lumbia. 

The nominees being held in limbo are 
highly qualified. Each and every one of 
them deserves the consideration of the 
full Senate. They include sitting State 
supreme court justices, State and Fed-
eral trial judges, and distinguished 
members of the bar. Many have served 
as judicial clerks in our Federal trial 
and appellate courts and in the Su-
preme Court. Others have served at the 
highest levels of all three branches of 
Government. All have distinguished 
academic records. Twenty-four of these 
nominees received a Well Qualified rat-
ing from the American Bar Associa-
tion. Fourteen of those Well Qualified 
ratings were unanimous. 

While I do not take the position that 
the ABA ratings are or should be dis-
positive on judicial nominations, let 
me remind my colleagues what a Well 
Qualified rating means. According to 
guidelines published by the American 
Bar Association, standing committee 
on Federal judiciary: 

To merit a rating of ‘‘well qualified,’’ the 
nominee must be at the top of the legal pro-
fession in his or her legal community, have 
outstanding legal ability, breadth of experi-
ence, the highest reputation for integrity, 
and either have demonstrated, or exhibited 
the capacity for, judicial temperament. 

This rating accurately describes the 
nominees before the Senate. When 
votes are held, I believe we will find 
there is bipartisan support for all of 
the nominees pending before the Sen-
ate. Even those who have been pre-
viously filibustered have received an 
affirmative vote of support by a major-
ity of the Senate and have supporters 
across the political spectrum. Yet they 
are being held up, for the first time in 
this country’s history, by filibusters. 

As further evidence of the qualifica-
tions and support of the nominees, I 
note that 22 nominees were reported 
out of the Judiciary Committee with-
out a single negative vote. Eighteen 
district judges were reported by voice 
vote and with no announced opposi-
tion. Four circuit nominees received a 
19-to-0 Judiciary Committee vote. I see 
no reason all cannot expeditiously be 
acted on by the Senate. That means all 
of the 22 Judiciary Committee con-
sensus nominees by voice vote or by 
unanimous consent, and the others, as 
well. 

I have been troubled by the practice 
in this Congress of demanding time- 
consuming rollcall votes on nominees 
who pass unanimously or nearly unani-
mously. I understand these positions 
are lifetime appointments, but the 
Senate acts on many extremely impor-
tant matters by unanimous consent or 
by voice vote. I have been told that 
last year alone we took about twice as 
many rollcall votes on unopposed judi-
cial nominees than in 8 years under 
President Clinton. That is just last 
year. 

Like every other Senator, I took an 
oath to defend and support the Con-
stitution. Every Senator has his or her 
view on how that responsibility is to be 
exercised with respect to acting on ju-

dicial nominees. In my view, the Con-
stitution requires the Senate provide 
its advice and consent regarding the ju-
dicial nominees. 

Fulfilling my oath means I have a 
stake in seeing that happen. As chair-
man of the Judiciary Committee, I 
have a special role in working with the 
leadership in seeing the nominees, once 
reported from the committee, are 
brought up for floor action. Vote up or 
down, but just vote. Every judicial 
nominee who reaches the Senate floor 
is entitled to an up-or-down vote. 

I am hopeful the votes will be held on 
all judicial nominees presently on the 
Executive Calendar, as well as for 
nominees who may yet be reported this 
year by the Judiciary Committee. 

Now, I intend for my remarks today 
to bring us closer together on consid-
ering nominations in the Senate. While 
I will not fully discuss this matter 
today, I will note I am not persuaded 
by arguments that suggest that Presi-
dent Bush’s exercise of his constitu-
tional prerogative to make recess ap-
pointments somehow justifies this cur-
rent freeze on nominations. Absent the 
refusal to allow the simple up-or-down 
vote on judicial nominees that article 
II, section 2, clause 2 of the Constitu-
tion requires, the recess appointments 
would not have been made in the first 
place. 

I am mindful that my colleagues 
across the aisle have also expressed an 
interest in seeing that minority party 
nominees to bipartisan boards and 
commissions be acted upon. For the 
last several weeks, I have publicly stat-
ed on a number of occasions that I un-
derstand this concern and that I would 
support qualified Democratic nominees 
such as Jon Leibowitz, a former Judici-
ary Committee staffer of Senator 
KOHL, to serve as a Commissioner on 
the Federal Trade Commission. Like-
wise, I am pleased that the White 
House is considering a particular 
Democratic attorney, also a former Ju-
diciary Committee staffer, to serve on 
the Federal Sentencing Commission. 

I hope that significant and mutually 
satisfactory progress can be made on 
judges and other nominees. I hope such 
progress will be made. I know from my 
experience in this body if we work to-
gether we can usually find solutions to 
these matters, even in an election year. 

Senator LEAHY and I and other mem-
bers of the Judiciary Committee have 
worked hard on nominations, even as 
we faced other difficult issues in the 
committee this year. 

I know Senator FRIST and Senator 
DASCHLE are working hard with the ad-
ministration, and I wish them well. I 
simply implore them—each and every 
one of them—to accelerate the pace of 
these discussions. But I must also state 
I believe the time for discussions, nego-
tiations, and talk is drawing to a close. 
At some point, the Senate must do its 
sworn duty and vote up or down on ju-
dicial nominations. That is just right. 
It is the right thing to do. 

The time for action is quickly com-
ing upon us. Some believe that point 
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has already passed. To do otherwise is 
unfair to this institution, unfair to the 
nominees, unfair to the President, and, 
most importantly, unfair to the Amer-
ican public who entrusted us with the 
responsibility to conduct the public 
business. 

Madam President, we can and should 
do a better job of considering judicial 
nominees on the Senate floor. I stand 
ready and willing to continue to work 
with all of my colleagues and the ad-
ministration on this important matter. 

Madam President, I suggest the ab-
sence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. REID. Madam President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

ENERGY POLICY 

Mr. REID. Madam President, in 
Reno, this weekend, the price of a gal-
lon of unleaded gasoline was $2.22. Pre-
mium gasoline costs more than that. 
The higher blend fuels in Nevada cost 
about $2.50 a gallon. 

My friend and neighbor from the 
State of Idaho, the senior Senator from 
the State of Idaho, was in the Chamber 
a few minutes ago talking about the 
fact that if we pass the energy bill that 
had previously been on the Senate 
floor, and the one that came back from 
conference, we would have all of our 
energy problems resolved. I want to 
disabuse anyone within the sound of 
my voice, that simply is not factual. 

That energy bill was a bad bill. It did 
nothing to help the cost of gasoline. 
The thing it would do is give the indus-
try just what it wants, billions of dol-
lars in the form of subsidies and tax 
breaks, with no real conservation re-
quirements. 

We want an energy bill. We, the mi-
nority, want an energy bill. But we 
want an energy bill that will diversify 
our energy supply, reduce our Nation’s 
dependence on foreign oil, and protect 
the environment. 

The one thing the bill did not have in 
it that came back from conference was 
ANWR. That was at least something of 
which we were able to convince people 
of good will around here: The fact that 
the United States has, at its fingertips, 
less than 3 percent of the oil reserves of 
the world, recognizing that we cannot 
drill our way out of our problems. And 
that includes the oil that is supposedly 
in the ground in Alaska. We cannot 
produce our way out of our problems. 
Almost 97 percent of the oil reserves in 
the world are someplace else. So we 
have to do things that are smart and 
not only look to the short term but to 
the long term. 

There is no doubt that the price of 
crude has contributed to the higher 
gasoline prices in Nevada and through-
out the rest of the country these last 

few years. But the outrageous 55-cent- 
per-gallon increase in Nevada, since 
January, has not been driven by the 
rising cost of crude oil only, but I be-
lieve by corporate greed and profit. 
These oil companies and refiners are 
getting rich, and middle-class families 
are getting gouged. 

The stalled energy bill will do noth-
ing to reduce the high price of gasoline 
because it fails to either improve regu-
lations on an oil industry that is over- 
concentrated or rein in demand by 
adopting tougher fuel economy stand-
ards. Instead, the legislation proposes 
just what the industry wants—I repeat, 
giving billions of taxpayers’ dollars to 
large oil companies in the form of sub-
sidies and tax breaks, with no con-
servation requirement whatsoever. 

The Bush administration’s own anal-
ysis concludes that the legislative in-
centives to reduce our reliance on for-
eign oil in the bill will have only a neg-
ligible success. The administration re-
port concludes that implementation of 
the energy bill would reduce net petro-
leum imports by about 1.2 percent in 21 
years—a reduction hardly worth the 
billions of dollars taxpayers would give 
away to the oil companies. 

We must also pressure the Saudis to 
increase production instead of cutting 
it back by a million barrels per day. I 
have said on this floor previously that 
Saudi Arabia and the OPEC nations 
can do a great deal to relieve the prob-
lems we have. They are our allies. That 
is something that I am not too sure ex-
ists. It is a one-way street with them. 
But I was pleased to hear that Saudi 
Arabia has said they will recommend 
at the next OPEC nations meeting to 
increase production by at least 1.5 mil-
lion barrels a day. That is nice because 
they just cut back production by a mil-
lion barrels of oil a day. 

We need to be releasing oil from the 
Strategic Petroleum Reserve to drive 
down prices. We have to stop putting 
extra oil in the Reserve, for which we 
are paying an arm and a leg. 

In terms of meeting the Nation’s en-
ergy needs, we should increase the use 
of alternative fuels and renewable en-
ergy resources. That is the thing we 
can do to take a bite out of big oil. We 
can rely more on the Sun, the wind, 
geothermal, even biomass. 

So I was encouraged that in the FSC 
bill the Finance Committee put in en-
ergy incentives, including the section 
45 production tax credits for renewable 
energy. That will allow us to use the 
things that are renewable like the Sun, 
wind, and, of course, geothermal heat. 

So I applaud Senators GRASSLEY and 
BAUCUS for having this section 45 pro-
duction tax credit for renewable energy 
resources that expands and extends the 
credit for these issues that I have 
talked about, these renewable re-
sources. 

Renewable energy will protect con-
sumers and create jobs. It is important 
to stop declaring our energy independ-
ence when that is not the case. I do not 
think it serves any purpose to come 

out and talk about how great this bill 
is that failed. If it were that great, it 
would not have failed. It is a bill that 
does nothing to solve the energy needs 
of this country. 

One of the big issues in that bill, of 
course, was the fact that this sub-
stitute fuel that had been manufac-
tured around the country, MTBE— 
what the bill proposed is that you just 
simply forget the fact that companies 
that used MTBE polluted the ground, 
and that people have suffered from it. 

No one knows of a better example of 
that than what took place in Utah, Ne-
vada, and California. MTBE polluted 
the water systems there. These compa-
nies have had to respond in damages as 
a result of litigation filed by the water 
entities in that area. So what this bill 
would have done is taken away the 
right of these entities, such as in the 
Lake Tahoe area, to seek recourse for 
the damages caused by these chemicals 
to the water supply. 

So the bill that was before the Sen-
ate, and the conference report that was 
defeated, was a bad bill. It was a bill 
that was a sop to the car manufactur-
ers and the oil companies. That bill 
would have done nothing to solve the 
energy problems of this country. 

The legislation we will be asked to 
work on this week, the FSC/ETI bill, 
has something that will help the long- 
term needs of the country. I hope we 
don’t become righteously indignant as 
my friend did—for whom I have the 
greatest respect. He is a fine man, and 
we have worked together on a number 
of issues dealing with western land 
problems. The fact is, passing the bill 
that came before us, that was defeated 
because there weren’t enough votes to 
go forward on the conference report, 
was some of the best action the Senate 
has ever taken. If we want to respond 
to the energy needs of the country, we 
need to do things that really help the 
consumers and not big oil and big auto 
manufacturers. 

I was stunned to learn that New 
Yorker magazine has come out today 
with a story by a man named Hirsch 
that talks about some of the things 
going on in the torture chambers in 
Iraq, not the torture chambers that 
were there and run by Saddam Hussein 
but torture chambers that were there— 
I am embarrassed, humiliated, and dis-
appointed to say—and were run by 
Americans. He talked about the story 
on public radio today, and this is a 
message that I understand and I think 
all Americans have to understand: We 
can’t have a few enlisted people, as we 
refer to them—no longer draftees; ev-
eryone is enlisted—nonofficers, take 
the fall for what went on there. He 
talked about the reason pictures were 
taken, both the videos and stills. 

I ask unanimous consent for 2 addi-
tional minutes. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. REID. They were going to be 
used to show the prisoners’ families 
and neighborhoods. That is why they 
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were produced. This was not something 
that was done by some soldiers just 
trying to do something to pass the 
time of day; the people who were in the 
officers corps instructed these men and 
women that they were to take these 
pictures and what they were to be used 
for in the future. I know some of these 
nonofficers did things that were wrong, 
and I am so grateful there were people 
in the military who came forward and 
said enough is enough. That is the rea-
son we know about it now. But let’s 
not have a few of the nonofficers be the 
scapegoats for what went on. 

We are a mighty nation. We have to 
respond accordingly. We cannot allow a 
few underlings to take the fall for what 
obviously was a concerted action that 
officers were involved in. It is just a 
question of how high up in the officers 
corps the problem went. 

The PRESIDING OFFICER. The ma-
jority leader is recognized. 

f 

UNANIMOUS CONSENT 
AGREEMENT—S. RES. 356 

Mr. FRIST. Madam President, I ask 
unanimous consent that at 4:30 p.m. 
today, the Senate proceed to a resolu-
tion which is now at the desk regarding 
Iraqi prisoners. I further ask unani-
mous consent that the time until 5:30 
p.m. be equally divided between the 
two leaders or their designees; provided 
further that no amendments be in 
order, and at 5:30 p.m., the Senate pro-
ceed to a vote on the adoption of the 
resolution, with no intervening action 
or debate. Finally, I ask unanimous 
consent that immediately following 
the vote, the preamble be agreed to. 

Mr. REID. Madam President, I would 
ask the leader to modify his agreement 
to allow Senator DURBIN to use 15 min-
utes of our time during the debate time 
the Democrats have under this pro-
posed unanimous consent request. 

Mr. FRIST. No objection. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
The Senator from Illinois. 

f 

IRAQ PRISONER ABUSE AND 
WILLIAM HAYNES NOMINATION 

Mr. DURBIN. Madam President, I 
come to the Senate floor with a heavy 
heart. As so many other Americans, I 
am horrified at the graphic images of 
American soldiers abusing Iraqi sol-
diers and prisoners. We are in a situa-
tion today where our troops in the field 
in Iraq and Afghanistan have per-
formed millions of acts of kindness and 
good will and bravery which, sadly, 
have been overshadowed by the re-
cently disclosed photographs. That is a 
reality. 

The war in Iraq is more dangerous 
today because of the scandal at the 
Abu Ghraib prison, and our standing in 
the world is being challenged. A nation 
which believes in the rule of law and 
democracy must demonstrate that in 
its own conduct. Our conduct is being 
called into question. 

I am very concerned that we have 
reached this point. I am concerned that 
statements from the Bush administra-
tion, sadly, over the last 2 years have 
sent a message that we were prepared 
to bend some of the time-honored rules 
and standards when it came to the 
treatment of prisoners of war. Over 
2000 years ago, the Roman orator Cic-
ero said: Laws are silent in time of 
war. 

In modern times, we have rejected 
this proposition. Some voices are now 
calling on us to turn back the clock, 
but we can’t do that. That is not Amer-
ica. That is not what we are all about. 
Our great country was founded by peo-
ple fleeing governmental repression. 
Our founders wanted to ensure that the 
United States would not oppress its 
citizens even during time of war, and 
that is why they included a prohibition 
on cruel and unusual punishment in 
the Bill of Rights of the Constitution. 

After World War II, the United States 
and our allies, horrified by the geno-
cidal practices of Nazi Germany, cre-
ated a new international legal order 
based on respect for human rights. One 
of the fundamental tenets was a uni-
versal prohibition on torture and ill 
treatment. Each year Amnesty Inter-
national and even our State Depart-
ment issue report cards on countries 
around the world as to whether they 
are living up to that standard. Imagine 
what that report will look like the 
next time it is issued by our own De-
partment of State. 

In light of the horrific abuses that 
have come to light in recent weeks, we 
ought to take a moment to review the 
legal order that was created after 
World War II. International law abso-
lutely prohibits torture as well as 
‘‘cruel, inhuman or degrading treat-
ment.’’ The Universal Declaration of 
Human Rights states unequivocally: 

No one shall be subject to torture or cruel, 
inhuman or degrading treatment or punish-
ment. 

The United States, with a majority 
of countries in the world, is a party to 
two treaties that contain absolute bans 
on torture, cruel and inhuman degrad-
ing treatment: The International Cov-
enant on Civil and Political Rights and 
the Convention against Torture. 

The Geneva Conventions govern the 
status and treatment of those in a war-
time detainee situation. The U.S. Gov-
ernment has long held that as a party 
to the conventions, we are legally 
bound by its terms. The Geneva Con-
ventions make clear that there are no 
exceptions to this prohibition against 
torture and such treatment during 
armed conflict. 

Article 13 of the Geneva Conventions 
says: Prisoners of war must at all 
times be humanely treated. Prisoners 
of war must at all times be protected, 
particularly against acts of violence or 
intimidation and against insults and 
public curiosity. Measures of reprisal 
against prisoners of war are prohibited. 

Article 14 of the Conventions states: 
Prisoners of war are entitled in all cir-

cumstances to respect for their persons 
and their honor. 

Article 17 states: No physical or men-
tal torture, nor any form of coercion, 
may be inflicted on prisoners of war to 
secure from them information of any 
kind whatsoever. Prisoners of war who 
refuse to answer may not be threat-
ened, insulted, or exposed to unpleas-
ant or disadvantageous treatment of 
any kind. 

The United States of America is a 
signatory to this international agree-
ment. Army regulations implementing 
those provisions repeat these standards 
and make it clear that they apply to 
the men and women in uniform. 

International law, U.S. law, and 
Army regulations speak clearly. None-
theless, as we have learned in recent 
weeks, abuses took place at Abu 
Ghraib prison that clearly violate 
these standards. To quote army MG 
Antonio Taguba’s report: 

Between October and December 2003, at the 
Abu Ghraib Confinement Facility, numerous 
incidents of sadistic, blatant, and wanton 
criminal abuses were inflicted upon several 
detainees. This systemic and illegal abuse of 
detainees was intentionally perpetrated. 

The report describes ‘‘the intentional 
abuse of detainees by military police 
personnel,’’ including ‘‘punching, slap-
ping, and kicking detainees,’’ ‘‘using 
military working dogs, without muz-
zles, to intimidate and frighten detain-
ees, and in at least one case biting and 
severely injuring a detainee,’’ ‘‘break-
ing chemical lights and pouring the 
phosphoric liquid on detainees,’’ 
‘‘threatening detainees with a charged 
9m pistol,’’ ‘‘beating detainees with a 
broom handle and a chair,’’ and ‘‘sod-
omizing a detainee with a chemical 
light.’’ 

Importantly, the Taguba report con-
cludes that the military police were 
not trained or put on notice in other 
ways that these kinds of abuses were 
impermissible and would not be toler-
ated. 

Let me say, before I read on, that 
you would know by human instinct 
that the things I have just read were 
wrong. You should know at the mo-
ment such an order is given that it is 
an unlawful order. But the fact is, 
when General Taguba looked into the 
background and training of these sol-
diers, little or nothing was done to pre-
pare them for their assignment. 

I will read further from the Taguba 
report: 

Neither the camp rules nor the provisions 
of the Geneva Conventions are posted in 
English or in the language of the detainees 
at any of the detention facilities . . . There 
is a general lack of knowledge, implementa-
tion, and emphasis of basic legal, regulatory, 
doctrinal, and command requirements . . . I 
find that the 800th MP Brigade was not ade-
quately trained for a mission that included 
operating a prison or penal institution at 
Abu Ghraib Prison Complex. 

Unfortunately, the abuses in Iraq 
are, in some ways, the logical byprod-
uct of the administrations’s policies. In 
the aftermath of 9/11, the Bush admin-
istration made it clear that they be-
lieved that international legal order, 
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which served us so well during the cold 
war, was not good enough for the war 
on terrorism. 

The administration has created a se-
cret detention system, outside the 
strictures of domestic and inter-
national law, that stretches from Nor-
folk, VA, and Charleston, SC, where 
American citizens Jose Padilla and 
Yasser Hamdi are detained as enemy 
combatants, to Guantanamo Bay, 
where hundreds have been detained 
since the commencement of hostilities 
in Afghanistan. The administration de-
nies public access to these detainees 
and asserts that the Geneva Conven-
tions do not apply to the war on ter-
rorism. 

A Washington Post editorial entitled 
‘‘System of Abuse’’ alleges: 

Similar mistreatment of prisoners held by 
U.S. military or intelligence forces abroad 
has been reported since the beginning of the 
war on terrorism. A pattern of arrogant dis-
regard for the protections of the Geneva Con-
ventions or any other legal procedure has 
been set from the top, by Mr. Rumsfeld and 
senior U.S. commanders. 

Some of the most flagrant legal vio-
lations have taken place at Guanta-
namo Bay. The administration claims 
that the detainees are not entitled to 
the protections of the Geneva Conven-
tions, though they may be treated in 
accordance with some provisions of the 
conventions ‘‘to the extent appropriate 
and consistent with military neces-
sity.’’ 

There is no room for hairsplitting 
when it comes to the law. This kind of 
policy sends a signal to lower ranking 
officials that the law is an obstacle to 
be overcome, not a bright line that 
cannot be crossed. 

Contrary to this position, the Geneva 
Conventions protect all captured com-
batants and civilians. The official com-
mentary on the conventions explains: 
‘‘There is no intermediate status; no-
body in enemy hands can fall outside 
the law.’’ 

The Geneva Conventions do not allow 
the hairsplitting which this adminis-
tration has engaged in at Guantanamo 
and other places where there are de-
tainees in this war on terrorism. 

Administration officials claim that 
none of the Guantanamo detainees 
qualify as POWs. However, under arti-
cle 5 of the 3rd Geneva Convention, 
captured combatants are presumed to 
be POWs, and must be treated as such, 
unless and until determined otherwise 
by a competent tribunal in an individ-
ualized proceeding. The U.S. Govern-
ment has long abided by this principle, 
e.g., the U.S. convened more than 1,000 
such proceedings during the gulf war. 
Military regulations state, ‘‘When 
doubt exists as to whether captured 
enemy personnel warrant POW status, 
Art. 5 Tribunals must be convened.’’ 

The Red Cross, which typically re-
frains from public comment on its vis-
its to wartime detainees, has taken the 
unusual step of criticizing the Guanta-
namo Bay detentions. They said: 

The [Red Cross’s] main concern today is 
that the U.S. authorities have placed the in-

ternees in Guantanamo beyond the law. This 
means that, after more than eighteen 
months of captivity, the internees still have 
no idea about their fate, and no means of re-
course through any legal mechanism. 

Since 9/11, there have been persistent 
reports that U.S. interrogators have 
used interrogation tactics that may 
rise to the level of torture or cruel, in-
human and degrading treatment. 

For example, a December 5, 2002, 
story in The Washington Post reported 
on the widespread allegations that the 
United States was using so-called 
‘‘stress and duress’’ techniques, includ-
ing sleep, food, water, or sensory depri-
vation, and forcing detainees into un-
comfortable or painful physical posi-
tions. 

According to The Post, an unnamed 
administration official said, ‘‘If you 
don’t violate someone’s human rights 
some of the time, you probably aren’t 
doing your job. I don’t think we want 
to be promoting a view of zero toler-
ance on this.’’ 

The use of these techniques, which 
are also known as ‘‘torture lite,’’ vio-
lates prohibitions on torture and cruel, 
inhuman, and degrading treatment. 
The State Department has repeatedly 
characterized the use of such tactics by 
other countries as torture, plain and 
simple. 

Our own State Department has ac-
cused other countries that have tried 
to rationalize this treatment as being 
engaged in torture. 

In Israel, a country that has grappled 
with terrorism for decades, the Su-
preme Court held that ‘‘stress and du-
ress’’ techniques interrogation tech-
niques violate international law and 
are absolutely prohibited. As the Court 
explained: 

These prohibitions are ‘‘absolute.’’ There 
are no exceptions to them and there is no 
room for balancing. Indeed violence directed 
at a suspect’s body or spirit does not con-
stitute a reasonable investigation practice. 

Guantanamo interrogators have re-
portedly used these tactics. There is a 
disturbing link between Guantanamo 
and the abuses in Iraq. MG. Geoffrey 
Miller was the commander of the Guan-
tanamo Bay detention facility. In late 
2002, Miller reportedly asked the Pen-
tagon to approve the use of some 
‘‘stress and duress’’ techniques. In 
April 2003, the Pentagon approved the 
use of these techniques. 

The Defense Department’s general 
counsel was involved in creating guide-
lines. That is an important element for 
us to consider regarding the nomina-
tion before us today. 

In August 2003, Miller, the Guanta-
namo commander, visited Abu Ghraib 
prison to examine interrogation prac-
tices there. According the Taguba re-
port, Miller recommended that mili-
tary police, who were serving as prison 
guards, become ‘‘actively engaged in 
setting the conditions for successful 
exploitation of internees.’’ The Taguba 
report criticized Miller’s recommenda-
tion which the report said would vio-
late Army regulations and ‘‘clearly run 

counter to the smooth operation of a 
detention facility.’’ 

There is another key player who Con-
gress need to question closely, William 
Haynes, who is the Defense Depart-
ment’s general counsel. As the top law-
yer at the Pentagon, Haynes was inti-
mately involved in crafting the legal 
standards for the war on terrorism and 
the war in Iraq, including the guidance 
regarding ‘‘torture lite.’’ 

Last year, President Bush nominated 
Mr. Haynes to be a judge on the 4th 
Circuit Court of Appeals, the second 
highest court in the land. 

When Haynes was nominated, I and 
many of my colleagues on the Judici-
ary Committee were already very con-
cerned about the Defense Department’s 
legal policies related to the war on ter-
rorism and the war on Iraq. So, we 
questioned Haynes closely. 

Following his hearing, I sent Haynes 
a number of written questions. He 
failed to respond to some of my ques-
tions and many of the answers he did 
provide were not responsive. He an-
swered several questions by citing gov-
ernment briefs. He refused to respond 
to other questions because he ‘‘may or 
may not have been called to provide 
advice’’ on the subject in his official 
capacity. 

I sent a followup letter to Mr. 
Haynes, expressing concern about his 
nonresponsiveness and giving him an-
other opportunity to respond to my 
questions related to torture of detain-
ees and internees, and POWs. 

His second set of answers was not 
much better than the first and he still 
failed to respond to many of the ques-
tions I asked. Let me offer a couple of 
examples. 

I asked Mr. Haynes about views he 
expressed in a speech to the Federalist 
Society. Speaking about the detention 
of enemy combatants, he said: ‘‘Con-
gress specifically authorized the Presi-
dent not only to use deadly force, but 
also an lesser force needed to capture 
and detain enemy combatants to pre-
vent them from engaging in continued 
hostilities against the United States.’’ 
I asked him: 

Do you believe that the Executive could 
use deadly force against an American citizen 
enemy combatant in the United States in-
stead of apprehending him or her? If yes, 
please explain. If no, how do you explain 
your statement quoted above? 

In his first set of answers, Mr. 
Haynes responded by simply citing to a 
government brief, ‘‘The Government’s 
position concerning the statutory au-
thorization of September 18, 2001 has 
been most recently articulated in its 
brief filed in opposition to petition for 
the writ of certiorari in Hamdi v. 
Rumsfeld.’’ 

I asked Haynes for a more responsive 
answer. 

Keep in mind he is the general coun-
sel for the Department of Defense re-
sponsible for establishing the legal 
standards under the Geneva Conven-
tions and American law and military 
regulations on the treatment of pris-
oners and detainees. 
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I am asking him specifically to tell 

me the standards he used. These ques-
tions were sent to Mr. Haynes months 
before the scandal at Abu Ghraib pris-
on. He continued to be evasive. He 
again cited a Government brief instead 
of explaining his views. He carefully 
avoided answering directly any of the 
questions which I asked him. 

I asked Mr. Haynes about the failure 
to provide article 5 tribunals to detain-
ees at Guantanamo Bay. The U.S. Gov-
ernment has long abided by this prac-
tice and U.S. military regulations pro-
vide detailed procedures for article 5 
tribunals. 

I asked Mr. Haynes: 
Have the detainees been provided with the 

process outlined in [U.S. military] regula-
tions? 

He responded by asserting the screen-
ing process for detainees ‘‘goes well be-
yond what article 5 requires.’’ But he 
did not respond to my question: 

Have the detainees been provided with the 
process outlined in U.S. military regula-
tions? 

He failed to respond. That, unfortu-
nately, is the pattern we have seen 
with Mr. Haynes and this nomination. 

These questions sent by Members of 
the Senate to nominees are more than 
an academic exercise. We want to es-
tablish for the record exactly the role 
Mr. Haynes and others played, if any, 
in establishing the interrogation tac-
tics and techniques which have now 
been dramatized so negatively to the 
world. 

Mr. Haynes cannot expect the vote of 
this Senate to the second highest court 
of the land by being evasive on this 
critical issue at this important mo-
ment in our history. 

Torture and cruel, inhuman, and de-
grading treatment are wrong, illegal, 
un-American, and totally counter-
productive in the field of intelligence. 

As the Israeli Supreme Court re-
minded us: 

Although a democracy must often fight 
with one hand tied behind its back, it none-
theless has the upper hand. Preserving the 
Rule of Law and recognition of an individ-
ual’s liberty constitutes an important com-
ponent in its understanding of security. At 
the end of the day, they strengthen its spirit 
and its strength and allow it to overcome its 
difficulties. 

Those inspiring words come from the 
Supreme Court of the Nation of Israel, 
a nation which battles terrorism every 
day. They have rejected the easy way 
out, torture ‘‘lite,’’ stress and duress. 
They have decided that does not make 
them any safer as a nation, and it de-
grades their reputation in the world 
community. The United States can do 
no less. 

Since the horrific terrorist attacks 
on 9/11, our commitment to this prin-
ciple and values has been tested. As we 
withstand repeated warnings of pos-
sible terrorist attacks, we may be 
tempted by the notion that torture is 
somehow justified, but it is not. We 
must resist the temptation. 

In his classic novel ‘‘The Brothers 
Karamazov,’’ Dostoevsky posed the 
question eloquently: 

Imagine that it is you yourself who are 
erecting the edifice of human destiny with 
the aim of making men happy in the end, of 
giving them peace and contentment at last, 
but that to do that it is absolutely nec-
essary, and indeed quite inevitable, to tor-
ture to death only one tiny creature, the lit-
tle girl who beat her breast with her little 
fist, and to found the edifice on her 
unavenged tears—would you consent to be 
the architect on those conditions? 

No, America must not engage in tor-
ture and cruel, inhuman, and degrading 
treatment. Torture is wrong. We have 
said that unequivocally for 50 or 60 
years. It is one of the values and prin-
ciples that guides our Nation. 

As Thomas Paine said: 
He that would make his own liberty secure 

must guard even his enemy from oppression. 

Torture is an ineffective counterter-
rorism tactic. It produces unreliable 
information. When our Government en-
gages in these kinds of abuses, we 
project a negative image abroad, cre-
ating anti-American sentiment around 
the world that is virtually impossible 
for us to deal with. If we engage in this 
sort of activity, we run the risk of sub-
jecting our men and women in uniform 
and other American citizens not only 
to a dangerous wartime situation but 
to torture themselves if they are ever 
detained or captured. 

Our Nation has been a beacon for de-
mocratizing forces around the world as 
they challenge repression and human 
rights violations. 

The PRESIDING OFFICER. The Sen-
ator’s time has expired. 

Mr. REID. We extend whatever time 
the Senator from Illinois needs. 

Mr. DURBIN. I ask for 1 additional 
minute. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. DURBIN. Madam President, our 
Nation has been a beacon for democra-
tizing forces around the world as they 
challenge repression and human rights 
violations. The American exemplar in-
spired many to shed the yoke of com-
munism and move toward democracy. 
In an era where we have emerged as a 
superpower, the world looks to us for 
leadership, inspiration, and our values. 
When we curtail individual rights, 
other nations follow suit and democ-
racy and human rights suffer. 

I have sent a letter to the chairman 
of the Senate Judiciary Committee, 
Senator ORRIN HATCH of Utah. I have 
asked Senator HATCH to reschedule a 
hearing for Mr. William Haynes whose 
nomination is currently on the cal-
endar. Mr. Haynes, now more than 
ever, must answer these important 
questions about the role he played as 
general counsel at the Pentagon. If he 
had nothing to do with this policy, he 
can make that eminently clear, but if 
he did have something to do with it, I 
think we need the answers to these 
questions before we, in good con-
science, are asked to vote to support 
his nomination to the second highest 
court in America. 

I yield the floor. 

CONDEMNING ABUSE OF IRAQI 
PRISONERS 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
proceed to the consideration of the res-
olution, which the clerk will report. 

The assistant legislative clerk read 
as follows: 

A resolution (S. Res. 356) condemning the 
abuse of Iraqi prisoners at Abu Ghraib pris-
on, urging a full and complete investigation 
to ensure justice is served, and expressing 
support for all Americans serving nobly in 
Iraq. 

The PRESIDING OFFICER. The ma-
jority has 32 minutes remaining. The 
minority has 10 minutes remaining. 

The Senator from Wyoming. 
Mr. THOMAS. Madam President, I 

am pleased we have this resolution be-
fore us. I think all of us share the same 
thoughts about this whole Iraqi pris-
oner abuse issue. We are all very dis-
appointed and very troubled about the 
events in the prison. We need to move 
forward to resolve this issue. We need 
to do what needs to be done as a fol-
lowup. We do not need to make it into 
a political operation for the next week 
because we have other things to do in 
Iraq. But we must take care of this 
issue because we, as Americans, hold 
ourselves to a higher standard. 

These are appalling actions of those 
responsible for the treatment of the de-
tainees in Iraq. It falls far short of any 
of those standards. Our credibility has 
been called into question in the eyes of 
those we are trying to help, as well as 
the rest of the world. These incidents 
of cruelty and mistreatment at the 
hands of American service men and 
women are inexcusable, and certainly 
it is a very small group of our service 
people. Unfortunately, the foolish ac-
tions of a few have cast a pall on thou-
sands of our military. All of us know 
that is not the case, and all of us who 
have served in the military know these 
are not the kinds of activities we are 
ordered to do. 

There have been mistakes, and we 
need to determine how those happened 
and see they do not happen again so 
our folks can continue at the very hard 
job they have. 

These terrible events have dealt a 
blow to what we are seeking to do. I 
want to say again our task is to win in 
Iraq, and this is a deterrent from that, 
but we can overcome it and move on 
with the task. 

This also makes it more important 
that we win at home. With the media 
and the emphasis that has been put on 
this issue, it detracts from our job. We 
cannot let that happen. If we are really 
as strong in our feeling about our serv-
ice people overseas, we ought to make 
sure we support what they are doing 
and continue to give them that sup-
port. 

We as a nation must deliberately cor-
rect the situation and ensure it does 
not happen again. All of us want to do 
that. 

Democracies hold themselves ac-
countable. That is our task. We can do 
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it, and we will do it. We acknowledge 
we have done wrong, and we will move 
to correct it. That is what this resolu-
tion is about. That is what the hear-
ings are about. That is what holding 
people in authority responsible is 
about. We need to move on that initia-
tive. We need to get the facts. We need 
to make the whole effort more trans-
parent in the future, of course, as all 
Government activities should be trans-
parent. 

The process needs to move swiftly 
and decisively. We need to do this job 
and get on with the rest of the job. 

For those who committed the acts 
and those who enabled them, we need 
to do all we can in determining if there 
is involvement in the chain of com-
mand. 

I do not think anyone denies that is 
what we need to do. These things that 
have happened are certainly fundamen-
tally contradictory to American val-
ues. The eyes of the world are focused 
now on how we will react, and we have 
reacted. The President has reacted. 
The Secretary has reacted. The Con-
gress will react. We need to ensure that 
it continues, but I do warn that we 
ought not divert all of our attention to 
this issue, taking it away from the 
overall issue that still exists. We need 
to be there. The stakes are simply too 
high to play politics with this issue, 
and unfortunately that might well hap-
pen. 

So we need to proceed. We need to 
make everyone understand that these 
are not the kinds of things that the 
United States will live with and let 
happen. We will do something about it. 
We need to bring those to justice who 
were involved. We will go forward and 
we will win in Iraq. First, we must win 
in the United States. 

ENERGY POLICY 
Earlier, I listened to the assistant 

minority leader talk about energy and 
say that the things we are doing now 
have nothing to do with an energy bill. 
I think that is absolutely wrong. What 
we are talking about is an energy pol-
icy that will last somewhat over time 
but is designed to change some of the 
things that we are doing in energy and 
energy use that are causing us part of 
the problems today. Will they reflect 
some change in the next day or two? Of 
course not. But we need to be working 
forward at doing something about the 
long-term impact of energy. 

I will briefly talk about a few of the 
things that need to be done because it 
is just impossible to say they do not 
have an impact. Keep in mind that we 
have had an energy bill now last year 
and this year, and we tried to bring it 
up on the Senate floor. It passed here, 
went to conference, came back, and 
would not be accepted again. We have 
been obstructed and cannot move for-
ward in doing something with the 
broad energy bill that has to do with 
energy efficiency. Again, it is going to 
take some time to do that, but it is 
very clear that consumption has gone 
up faster than has production. If we 

continue to do so, this will be the case. 
Even more importantly, our consump-
tion will grow and our production—if 
we keep it as it is—will soon be over-
come and will not grow. So we have to 
talk about issues like renewable en-
ergy. We have to talk about alternative 
energy. Those things are in the bill. 
That is what we are talking about 
doing, seeing if we can do some things 
differently than we have in the past. 

We also have some incentives to con-
tinue like in marginal wells. Marginal 
wells, even with the price as high as it 
is, if there is not some incentive for a 
well that only delivers two, three, or 
four barrels a day, we do not produce 
them, but in total they still have a 
large impact on what we are doing. 

We need to make some changes in the 
way we use energy. We are using oil, 
for example, to heat homes. We are 
using oil to do a lot of things other 
than make gasoline. We have other en-
ergy sources that could be used for 
that purpose. The same is true with 
natural gas. We are using natural gas 
for many things. For instance, the 
electric-generating plants that have 
been built in the last 10 or 15 years 
have all been natural gas plants. Nat-
ural gas is so much more flexible for 
other uses: we ought to be using coal; 
we ought to be using nuclear for the 
generation of electricity so we can use 
natural gas for other purposes. 

So to say this bill has nothing to do 
with our problems with energy is abso-
lutely without merit. It does have a 
great deal to do with it. 

We talked about some things that 
would have a pretty immediate impact, 
such as doing something on the Indian 
reservations to promote production. 
They would like to do that, but we 
have not really been able to make it 
happen. We are talking about doing 
something with hydrogen, fairly short 
term, to make hydrogen part of auto-
mobile fuel, and use coal and make hy-
drogen for automobiles. 

We can talk about the price of gas 
next week. I would love to be able to do 
something about that, and hopefully 
maybe we can, but the real thoughtful 
question is, where are we going to be in 
5, 10, or 15 years from now to meet the 
needs which will constantly be grow-
ing? We need to have a plan. We need 
to have a policy. This Congress has ab-
solutely refused to move forward with 
the policy, along with many other 
things, and has strictly been ob-
structed from moving forward. So 
every week we are going through the 
same things because we cannot get 
them passed. Something needs to be 
done. 

I think we have some very important 
issues before us. First of all, we have 
this resolution. I favor the resolution, 
which says very clearly how we feel 
about what happened in the prisons in 
Iraq. It says very clearly what we 
ought to be doing about those respon-
sible for those acts. It says very clearly 
that we ought to make sure that does 
not happen in the future and that we 

can go back to doing what we are sup-
posed to be doing. I hope we do not 
make such an issue in terms of accom-
plishing things that we detract from 
the real purpose of our being in Iraq, 
and that is to win freedom for the Iraqi 
people, do something about terrorism, 
and be able to bring our men and 
women back to the United States after 
the victory. 

I yield the floor and I suggest the ab-
sence of a quorum. 

The PRESIDING OFFICER (Mr. COR-
NYN). The clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. THOMAS. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. THOMAS. I ask unanimous con-
sent that the time in the quorum call 
be equally divided between the two 
sides. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. THOMAS. I suggest the absence 
of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. NELSON of Florida. Mr. Presi-
dent, I ask unanimous consent that the 
order for the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. NELSON of Florida. Mr. Presi-
dent, I just returned from my home 
State of Florida, and I cannot state the 
number of people who came up to me 
over the course of the weekend to ask 
me about the situation in the prison in 
Baghdad and the question of what 
should be done with Secretary Rums-
feld. 

My reaction is, we have an ongoing 
investigation. I would like to see some 
more results of that investigation, in 
addition to what we have already been 
shocked with in the graphic photo-
graphs—although I understand we have 
‘‘not seen nothing yet,’’ that we are 
going to get more graphic photographs, 
including some videos that are fairly 
descriptive of behavior that is clearly 
not behavior approved in the normal 
course of the standards of Americans. 

Of course, offensive conduct by 
Americans is made all the more dif-
ficult as we are in unsettled parts of 
the world in a place of Arab culture 
and the Muslim religion. 

Often, my response has been specifi-
cally about Secretary Rumsfeld; that 
this issue is much greater than any one 
Secretary of Defense. The issue comes 
down to how America has planned for 
the postwar occupation. We did not do 
a very good job of planning for the 
postwar occupation. 

This Senator happens to be a Demo-
crat from Florida, but that does not 
have anything to do with this. What I 
am about to say is very bipartisan, or 
nonpartisan. One of the committees on 
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which I have the privilege of serving is 
the Senate Foreign Relations Com-
mittee. The chairman is a Republican 
and his name is DICK LUGAR of Indiana. 
He has been saying very similar things 
to what I am about to say, as has his 
ranking Republican member, Senator 
CHUCK HAGEL of Nebraska, and cer-
tainly the ranking Democrat and 
former chairman, Senator JOE BIDEN of 
Delaware. It is this: We had a brilliant 
military campaign in Afghanistan and 
again in Iraq, led, by the way, by a Flo-
ridian, GEN Tommy Franks. 

To give credit where credit is due, I 
include Secretary of Defense Rumsfeld. 
He ought to be given credit. It was a 
brilliant military campaign, blending 
the use of military forces—specifically, 
special operations forces in Afghani-
stan—with other agencies, such as the 
CIA. The CIA was first in Afghanistan. 
The first American killed in Afghani-
stan was Mike Spann, a CIA agent de-
tailed out of Uzbekistan. 

So, too, in the runup to the military 
campaign in Iraq, a brilliant military 
planning in the war effort. We took 
Iraq in much fewer days than General 
Franks had ever planned. Of course, 
that is what he is supposed to do as a 
combatant commander, plan for the 
worst and be very conservative in the 
planning. The military campaign was 
spectacular. 

The problem was, before the war in 
Iraq, in the Senate Foreign Relations 
Committee, over and over we asked the 
administration—who is ‘‘we’’? It is all 
of those Senators I just talked about, 
the bipartisan leadership of the Senate 
Foreign Relations Committee—asking 
over and over, peppering the adminis-
tration with questions: What are your 
plans? Well, we do not have them. Well, 
bring them to us. And they would come 
back with some cursory plan. 

Of course, we are now seeing the re-
sults. 

The prison problems are a manifesta-
tion of just one element of the lack of 
a plan, of what it is to be an occupier 
in a Muslim country and then not plan-
ning for the sensitivities of being an 
occupier in a Muslim country. 

What do we do now? The criminal in-
vestigation will go forward. The rest of 
the reporting is going to go forward, 
and we will find out what to do with re-
gard to the prisons. But what we ought 
to be doing, and I think we are hearing 
this chorus from a number of Members 
in a bipartisan way, coming out of the 
several committees—not the least of 
which is the Foreign Relations Com-
mittee—the President ought to con-
vene the major countries of the world, 
along with the Arab neighbors of Iraq 
in the region, and they should forge 
consensus. When somebody says that 
consensus cannot be reached, all you 
have to do is explain to those countries 
it is in their naked self-interest to try 
to get a stabilized Iraq. 

France, for example, has a Muslim 
population somewhere between 8 and 12 
percent. Convene those nations and 
then invite in a NATO force led by the 

United States. Go to the United Na-
tions, get a senior international dip-
lomat to come in and start working 
after June 30 to build Iraq with the in-
stitutions so it can go to elections. 

We will be there a long time. Anyone 
who doubts that, we are in the ninth 
year in Bosnia. It will take a lot of 
troops. Eventually, we will see our 
troops will have to be more than what 
we are planning for now with the 
130,000 that we have there. 

With those few short comments prior 
to the voting on this resolution, I 
thank the Senate for the privilege of 
addressing the Senate. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Utah. 
Mr. HATCH. I thank the Chair. 
(The remarks of Mr. HATCH per-

taining to the introduction of S. 2398 
are located in today’s RECORD under 
‘‘Statements on Introduced Bills and 
Joint Resolutions.’’) 

Ms. MIKULSKI. Mr. President, I 
want to join my colleagues and so 
many others around the country and 
around the world to condemn the treat-
ment of prisoners at Abu Ghraib prison 
in Iraq. What happened there is deplor-
able. It is despicable, and it is dishon-
orable. It does not reflect the values of 
the United States of America or the 
code of conduct for the United States 
military that so many of our brave 
men and women live by every day. 

This has been a terrible blow for the 
vast majority of our troops who go by 
the book, serve America with honor, 
and put their lives on the line every 
day to promote and protect the demo-
cratic principles that we hold dear. It 
is also a terrible blow for America’s 
standing around the world. Today, our 
troops are less secure. Instead of win-
ning hearts and minds on the road to a 
free and democratic Iraq, our troops 
must now overcome tremendous anger 
and mistrust. 

That is why we must take immediate 
steps to: investigate these abuses, hold 
accountable those responsible, com-
mend those who did the right thing, 
and correct the problems quickly and 
thoroughly. 

First, there must be thorough and 
rigorous investigations. Congress and 
independent investigators in the mili-
tary and the intelligence community 
must get the facts: what are the 
abuses, how widespread are they, how 
did they come to happen, and what did 
the military and civilian leadership do, 
or not do, to correct them. On charges 
of such a grave nature—that are so det-
rimental to America’s standing in the 
world—there cannot be enough trans-
parency and public scrutiny. 

The result of these investigations 
must be accountability at all levels of 
the military and civilian chain of com-
mand—up to the highest levels. Why do 
the Privates and Specialists face pros-
ecution, but the Generals get letters of 
reprimand? Those who participated or 
were complicit in abuses—or created a 
climate that allowed them to occur— 

must be held accountable, no matter 
their rank or title. 

The world has witnessed shameful 
acts committed by people who rep-
resent the United States in Iraq. Now 
America must show the world how 
United States of America exercises the 
true principles of democracy—uphold-
ing the rule of law by administering 
justice in a swift, transparent and fair 
manner. 

We should also commend those who 
did the right thing, like Specialist 
Darby, who reported the abuses, Gen-
eral Sanchez, who launched an inves-
tigation, and General Taguba, who 
issued a no-holds-barred report. 

The problems that led to this must 
be corrected quickly and thoroughly. 
Our soldiers in Iraq must get the train-
ing and supervision they need to do 
their jobs with honor and in accord-
ance with international law. And if 
heads need to roll to correct the prob-
lem, so be it. The world must know 
that America holds to the highest 
standards of military conduct and 
human rights protections. Anything 
less is unacceptable. 

The resolution we will vote on this 
evening commends our soldiers, con-
demns the abuses and calls for swift 
justice and accountability. Yet it 
should go further and demand account-
ability at all levels. 

Mr. President, I hope the Senate will 
speak with one voice by unanimously 
supporting this resolution. 
∑ Mr. COLEMAN. Mr. President, I 
strongly support the resolution which 
the Senate is considering today. 

The world has witnessed images that 
do not represent America’s cause for 
freedom, democracy and human rights. 
While our American soldiers toil and 
sacrifice to bring justice and oppor-
tunity to Iraq, there is a small group of 
soldiers who have undermined the work 
of this noble mission through their des-
picable behavior. 

The acts that took place at Abu 
Ghraib prison were simply inexcusable. 
The violation of any Iraqi prisoner’s 
human rights, dignity or life by any 
member of the American military—for 
whatever reason—defies not only inter-
national law, but basic human decency. 
These acts risk undermining the mis-
sion, and put at risk other American 
men and women working for freedom in 
Iraq. 

I am concerned that Congress was 
not adequately informed of the abuses 
and the investigations. Secretary 
Rumsfeld’s appearance on Capitol Hill 
last week was welcome, and I expect 
that he will continue to make himself 
available to the Senate. 

I deeply appreciate the President’s 
willingness to speak candidly and 
apologetically to the Arab world. I sup-
port the decision to offer compensation 
to the victims, and to put together 
commissions to ascertain how wide-
spread the abuse and humiliation were, 
and what can be done to prevent future 
violations. I am hopeful that these 
steps will be part of a much needed 
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process to make amends for the great 
damage that has been done by a few 
men and women. 

Abu Ghraib was home to torture 
under Saddam Hussein’s regime, and 
has not yet overcome its notorious rep-
utation. Consequently, I believe that, 
should the Iraqi people wish it, this 
prison should be wiped off the map. 
Tearing down Abu Ghraib prison would 
symbolize the definitive end to the era 
of torture—an era which preceded Op-
eration Iraqi Freedom, and must be put 
to rest once and for all.∑ 

Mr. HATCH. Mr. President, I rise 
today to echo the horror that all of our 
citizens felt when we first viewed the 
photographs taken at Abu Ghraib pris-
on. It is a stain upon the honor of our 
nation and the actions of these few in-
dividuals have undermined many of the 
substantial gains and sacrifices that 
our service men and women have 
achieved since the events of September 
11th. 

At the same time, it is important to 
remember that these are the disgrace-
ful actions of a few and by no means do 
they represent the hard work and hon-
orable service of the 138,000 soldiers, 
sailors, airman, marines, and coast 
guardsman that are serving our coun-
try in Iraq and surrounding countries. 

During this trying time, I am also re-
minded that one of our troops’ primary 
responsibilities is to do what is nec-
essary to minimize civilian casualties. 
As some of my colleagues have men-
tioned on numerous occasions, one of 
their most vivid memories of the war 
was when a young American service 
member ran out onto an exposed bridge 
in order to save a young Iraqi woman. 
This is just one of many examples of 
the high personal, professional and 
moral conduct that is displayed every 
day by our Nation’s service members. 

The question then arises, how do we 
remove this stain on our honor? Our 
commander-in-chief, the President, as 
always, is leading the way by express-
ing his outrage over these actions and 
has apologized to the world. 

The Department of Defense has fol-
lowed the President’s example. 

In his very forthcoming and candid 
comments before the Senate Armed 
Services Committee, the Secretary of 
Defense apologized and took full re-
sponsibility for these mistakes. 

The statements by President Bush 
and Secretary Rumsfeld were the hall-
marks of leadership and show the world 
what is best about the United States. It 
is the sign of a great nation to ac-
knowledge openly when laws have been 
broken, bring those violators to jus-
tice, and apply the law equally to all. 
We are working with the Iraqi people 
to use these same legal principles as 
the cornerstone of their developing 
legal system. Therefore, it is my hope 
that the results of the trials to come 
will form the real enduring image in 
minds of the Iraqi people. 

I strongly support the resolution that 
is before the Senate. It adds our apol-
ogy to those offered by the President 

and the Secretary of Defense; it rightly 
commends the vast majority of service 
members who are serving nobly abroad 
to support liberty; and it reiterates our 
commitment to bring to justice those 
who broke the law. 

It is a beginning to set things right. 
However, I am dismayed to learn 

that some have taken this opportunity 
to make a political point. They have 
called on the Secretary to resign. It is 
troubling that some would take advan-
tage of these horrific acts in order to 
achieve a political gain during an elec-
tion year. 

This is a Secretary of Defense who 
has continued to show that he is a man 
of honor by taking direct responsibility 
for the actions of a few rogue individ-
uals. 

Secretary Rumsfeld has proven con-
clusively time and again that he is a 
positive agent for change at the De-
partment of Defense. I know of no 
other individual who will engage in a 
more aggressive investigation of the 
events that have occurred and will in-
stitute whatever changes are necessary 
to prevent these violations from ever 
happening again. 

We have much to do to repair our 
credibility. 

The President’s apology, followed by 
the acceptance of responsibility by 
Secretary Rumsfeld and the actions of 
the Senate today, begin this process. 

However, this process will also re-
quire a rigorous investigation. There is 
one man who I know who is up for that 
challenge and it is Secretary Rumsfeld. 
This great Nation must stand behind 
him. 

(At the request of Mr. DASCHLE, the 
following statement was ordered to be 
printed in the RECORD.) 
∑ Mr. EDWARDS. Mr. President, al-
though I must be necessarily absent for 
the vote this afternoon, I want to ex-
press my support for this important 
resolution and briefly speak on the 
issue that has shocked all of us during 
the past two weeks—the horrific abuse 
sustained by the prisoners and detain-
ees in Iraq. 

All of us condemn what has happened 
in Iraq’s prisons. The acts the world 
has now seen are deplorable; they are 
inhumane; they are appalling. Every 
day brings new evidence of horrors. 
These actions are completely incon-
sistent with our values, and completely 
counterproductive to our efforts to 
help the Iraqi people achieve security, 
stability, and freedom. 

These images cast a dark shadow on 
all our efforts in Iraq, and they make 
the work of our brave military men 
and women in Iraq only harder. These 
shameful acts of a few have put many 
in harm’s way. As we condemn these 
acts and punish those responsible all 
the way up the chain of command, we 
must continue to support our soldiers 
in Iraq and around the world. We can-
not let the images and stories from the 
last week—and the images and stories 
that will certainly emerge in the com-
ing weeks—distort the fact that the 

vast majority of men and women serv-
ing their country today in Iraq and 
elsewhere are doing so with great dig-
nity, skill and patriotism. 

This is not just a major setback for 
our efforts in Iraq. Just think about 
the damage that these acts have done 
to America and our authority to pro-
mote peaceful, democratic change 
around the world. At the same time 
when we are trying to reach out to 
Arab countries—and to help their soci-
eties develop more opportunities so 
their people can live in greater free-
dom—these photographs and the behav-
ior they depict do tremendous harm to 
America’s ability to lead. 

That is why we must stand together 
today to condemn these actions in the 
strongest terms. But our words will not 
be enough. We must follow up our 
words with deeds. There must be a full 
investigation into how these acts were 
allowed to happen, and an exhaustive 
effort to see that measures are put in 
place so that they never happen again. 
Many questions must be answered, and 
we must have the administration’s full 
cooperation. The American people—and 
the Iraqi people—deserve answers. We 
must hold accountable those respon-
sible all the way up the military chain 
of command, and they must be pun-
ished to the fullest extent of the law. 

I also believe that these acts reveal 
such a fundamental failure of leader-
ship that we need to have account-
ability here in Washington. We cannot 
just blame this on the individual sol-
diers involved. We must show the world 
that no one can shirk responsibility no 
matter how high that responsibility 
goes, or what office one might hold. 

So if we want to signal to the rest of 
the world that we in fact emphatically 
reject what happened; if we want to 
send the message that what happened 
in that prison was inconsistent with 
American values; if we want to say to 
the rest of the world that we as a na-
tion want to change course here, then 
we need to hold our leadership at the 
highest levels accountable.∑ 

Mrs. FEINSTEIN. Mr. President, I 
rise today to offer my strong support 
for a Senate resolution condemning the 
abuses in United States detention fa-
cilities in Iraq. 

This resolution makes clear that the 
abusive behavior we have seen graphi-
cally portrayed in photographs, de-
tailed in the report of MG Antonio 
Taguba, and described by Secretary 
Rumsfeld in testimony last week, are 
unacceptable. 

Such conduct is wrong, un-American, 
and inconsistent with the history and 
tradition of our military services. It is 
critical that the Senate voices its abso-
lute rejection of the conduct, and this 
resolution does just that. 

It must be understood that this reso-
lution, however, is narrow and focused. 
It is confined to expressing our views 
on the specific conduct at issue. It does 
not purport to be a comprehensive view 
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on the implications of this growing 
scandal, nor a conclusive statement of 
a congressional investigation into this 
incident, and its ramifications. 

I believe that such an investigation 
is necessary and should be undertaken 
as soon as possible. We need to know 
why the Geneva Convention appears to 
have been ignored. We need to under-
stand how such a debacle could have 
happened, and what orders were given 
by who, and when, which governed the 
prison at Abu Ghraib. We need to know 
why the reports of the Red Cross and 
others were not responded to in a com-
prehensive and timely manner. And 
why was this problem concealed for 
months from the Congress and the 
American people. 

If the conflict in Iraq is seen as a bat-
tle for the hearts and minds of the 
Iraqi people, then it is unfathomable 
how such a devastating failure in that 
battle could be allowed to happen. This 
is not just about personal account-
ability, or abuse—it is about the con-
duct of a conflict upon which the fu-
ture of our security may depend. 

It is also important to recognize that 
planning and implementing a military 
detention and interrogation operation 
is a necessary and important part of a 
competent and professional war plan. 
There are three reasons why this is so: 

First, the information gained from 
proper interrogation is critical to pro-
tect our warfighters—it allows us to 
deal with the tactical risk on the 
ground in Iraq. Simply put, military 
interrogation is part of the overall in-
telligence-gathering mechanism which 
is designed to provide timely, accurate 
information to front line troops and 
strategic planners. Done correctly, a 
well-run, properly administered mili-
tary detention system will yield infor-
mation that will keep our men and 
women in uniform alive in the face of 
an increasingly violent insurgency. 

Second, detention and interrogation 
is inherently risky, and that risk is a 
moral risk. It is not easy to run pris-
ons, interrogate detainees, and main-
tain order in a manner consistent with 
our Nation’s moral values. There are 
certainly some guides to help manage 
this risk: the Geneva Convention, for 
instance, provides a well-established 
set of guidelines that can not only 
allow American soldiers to adhere to 
international law, but help them en-
sure that their conduct is acceptable to 
Americans and to our moral code. 

Third, it should be apparent that the 
administration of a military prison 
system inside Iraq is a clear danger 
point in the context of our strategic 
goals—prisons pose a necessary, but 
important, strategic risk. Failure to 
adhere to the highest standards of con-
duct will fuel the increasingly hostile 
view of Americans and American policy 
in Iraq and the Middle East. 

I have reviewed Secretary Rumsfeld’s 
testimony, as well as other informa-
tion provided in public statements of 
the administration and private brief-
ings. 

I am becoming increasingly con-
cerned that the Secretary, and the Ad-
ministration, are missing the point of 
this growing scandal. 

Of course there is a need to inves-
tigate individual wrongdoing and hold 
people accountable for their acts ac-
cording to the Code of Military Justice. 
But much more needs to be done. I see 
little evidence that there has been ade-
quate planning for the management 
and function of military detention fa-
cilities in Iraq, and this failure needs 
to be addressed now. 

This is critical for the three reasons 
I outlined above. In essence, military 
detention facilities should be looked 
upon exactly like other elements of 
war-planning—necessary to fight suc-
cessfully, but carrying risks to our sol-
diers and to our mission. 

I am concerned that this function has 
not been adequately planned. It does 
not surprise me that we see the lack of 
planning becoming apparent in the rev-
elation of individual misconduct, but I 
think it is critical that the Depart-
ment of Defense take on the larger 
issue, and take it on immediately. 

The situation is grim. Each of the 
three risks I mentioned have come to 
be. 

Some of our soldiers, inadequately 
supervised and poorly commanded, 
have succumbed to the moral hazards 
of running a prison. I do not excuse 
their actions, and they will be held ac-
countable for their actions. But it is 
predictable that without adequate 
command and control such conduct 
will happen in a prison, and for that 
Secretary Rumsfeld and senior Army 
commanders are responsible. 

It is clear that the potentially valu-
able source of tactical intelligence that 
could have been gained through the 
competent and professional adminis-
tration of military detention facilities 
was wantonly thrown away by allowing 
those facilities to degenerate into a 
chaotic and ungoverned free-for-all. 

It is my view that there is a place for 
properly conducted interrogation in 
the context of a military detention fa-
cility. 

But it seems to me that what we 
have seen is not overly aggressive in-
terrogation, but wanton cruelty and 
abuse, unconnected with any doc-
trinally acceptable method of prisoner 
interrogation. 

We will never know what potentially 
valuable tactical intelligence was lost 
in the chaos of Abu Ghraib prison, but 
I am confident that whatever intel-
ligence was there was unlikely to have 
been elicited in that environment. 

Again, Secretary Rumsfeld and sen-
ior commanders are responsible for this 
failure, and I call upon them to imme-
diately remedy this situation. 

We have troops on the ground, under 
fire, and we cannot afford to abandon a 
mechanism for gathering intelligence 
which could help make our troops 
safer. 

Finally, the failure to run this ele-
ment of our war effort competently has 

resulted in a catastrophic setback to 
our strategic interests. 

It should have been self-evident that 
failure to run U.S. detention facilities 
in a professional, competent and lawful 
manner would, when made public, ad-
versely affect our prospects in Iraq and 
in the region. 

Simply put, American soldiers will 
come under increasing fire because of 
the failure to run the prisons correctly, 
and whatever prospects remain for 
peacefully transferring power to an 
Iraqi government have been dimin-
ished. 

In sum, it is important to recognize 
that planning for detention and inter-
rogation of prisoners is as much a part 
of war planning as making sure that 
there is enough gas for tanks, enough 
ammunition for guns and armor for our 
soldiers. 

I am concerned that the failure to 
plan for this aspect of the war is con-
sistent with a general pattern at the 
Pentagon—an unwillingness to plan for 
the realities of Iraq and the Middle 
East. We will all pay for that failure. 

One key part of the resolution speaks 
to the roll of the Congress, noting that 
‘‘the best interests of the United States 
and the American people will be served 
by a full investigation by the appro-
priate Committees of the United States 
Senate exercising their oversight re-
sponsibilities.’’ This is a critical point. 
This body must immediately begin its 
task of addressing this issue. 

There are a few particular questions 
upon which I hope we will focus: 

Whether, and to what extent, the 
conditions and procedures in Abu 
Ghraib and other prisons came about 
because of particular policy decisions 
by senior officials. For instance, who 
made the decision, reported in the 
media, to use prison guards to ‘‘set the 
conditions’’ for interrogations? 

Why was the critical task of admin-
istering Abu Gharaib entrusted to sol-
diers without adequate training or 
guidance? 

Who in the command structure is re-
sponsible for maintaining and admin-
istering our military program to detain 
and interrogate prisoners in Iraq and 
elsewhere? 

I hope we can answer these, and other 
questions, and make the changes nec-
essary to make our nation safer. 
∑ Mr. MCCAIN. Mr. President, I am un-
avoidably absent from the Senate this 
afternoon, but would like to express 
my strong support for S. Res. 356. 

The photos and reports of abuse at 
Abu Ghraib prison that have emerged 
over the past week defy description. I 
condemn, as must all Americans, these 
horrific acts. It saddens and shames 
our country to see Americans per-
petrate these abuses on other human 
beings. Their actions do not reflect the 
principles for which this country 
stands. 

We have fought to liberate Iraq, and 
to free the Iraqi people from the mur-
derous rule of Saddam Hussein. We 
have achieved great things in Iraq, but 
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we have much work to do. The sick-
ening images of abuse that have 
emerged in the media threaten to un-
dermine much of the good we have 
done. These incidents have marred the 
reputation of our country abroad, and 
have made the tasks of the brave 
Americans fighting and working in 
Iraq harder. But I am confident that 
the vast majority of men and women 
working to bring freedom to Iraq will 
conduct their noble mission with integ-
rity and distinction. 

Toward that end, we need to have all 
the facts about the abuses at Abu 
Ghraib and elsewhere, and we need 
them immediately. We cannot wait 
months for a new commission to issue 
a report, nor for new photos and details 
to dribble out over weeks. The Amer-
ican people need to know, at once, the 
abuses committed, punish those guilty 
of these crimes, and ensure that they 
never again occur. We must also ensure 
that similar abuses are not occurring 
elsewhere in detention centers outside 
Iraq. Our venture in Iraq is moral, and 
must be conducted with moral means. 
We must ensure that we are treating 
all prisoners and detainees humanely 
and in accordance with U.S. and inter-
national laws and regulations. 

Mr. President, as Americans we are 
defined not just by the way in which 
we deal with our friends but by how we 
treat our enemies. I know that in many 
countries around the world, abuse of 
prisoners is commonplace and brutal 
interrogation is the norm, rather than 
the exception. But American, a Nation 
that was founded on the idea of liberty 
and justice for all, must hold itself to 
a higher standard. We liberate, not tor-
ture, and we free, not oppress. 

Burned into our minds are terrible 
images: a hooded man standing on a 
box, a prisoner on a leash. These 
photos represent humanity at its 
worst, and represent everything that 
America is not. We must show the 
country and the world another image— 
that of Americans working with Iraqis 
to topple the statute of Saddam Hus-
sein, to free the Iraqi people—truly 
represents who we are.∑ 

Mr. DASCHLE. Mr. President, I rise 
in strong support of this Senate resolu-
tion expressing our clear condemnation 
of the despicable abuses of Iraqi pris-
oners at Abu Ghraib prison. 

Nearly a week ago, I called on the 
Senate to clearly and forthrightly con-
demn the despicable acts perpetrated 
at Abu Ghraib prison. 

The pictures and description of the 
treatment inflicted on Iraqi detainees 
was too brutal, too inconsistent with 
what this country stands for, and far 
too consequential for our troops for 
this body to stay silent. 

Given the severe consequences on our 
troops and our efforts in Iraq, it is im-
portant that the Senate say to the 
world that: 

No. 1, the Senate commends the 
American forces serving honorably in 
Iraq; 

No. 2, the Senate condemns the mis-
treatment of Iraqi detainees and apolo-
gizes to the victims of this abuse; 

No. 3, the Senate is prepared to exer-
cise its oversight responsibility and 
fully investigate these incidents; and 

No. 4, the United States govern-
ment—both the executive branch and 
the legislative branch—will hold ac-
countable all of those responsible for 
these despicable acts. 

This resolution does each of these 
and makes clear that the Senate will 
fulfill its responsibility in the face of 
these troubling revelations. 

That’s what the resolution does. Let 
me say a few words, Mr. President, 
about what it does not do. 

The resolution does not spell the end 
of our work, In fact, the Senate is just 
getting down to the business of inves-
tigating what happened and how wide-
spread these practices are. 

The Armed Services Committee has 
another hearing tomorrow. We look 
forward to hearing the testimony of 
General Taguba, someone who had the 
courage to fully document these abuses 
not just in Iraq but Afghanistan as well 
and bring them to the attention of his 
civilian and military superiors. 

The hearing also comes as news agen-
cies publish reports of even wider 
spread abuse practices in Iraq, all of 
which apparently began in Guanta-
namo when senior administration offi-
cials adopted a policy to permit inter-
rogation tactics that this country has 
never before allowed. So we are at the 
beginning of this effort, not the end. 

Nor does this resolution limit in any 
way whom or what Congress should and 
must investigate. As horrendous as 
they are, we are now told that these 
pictures may only be the tip of the ice-
berg. And we learned today that the 
International Committee of the Red 
Cross was expressing concerns directly 
to the administration as early as 
March 2003—over a year ago. 

Lastly, this resolution does not ab-
solve anyone. We will have done a 
great disservice in this investigation if 
only a handful of enlisted men and 
women are held accountable and the 
actions and decisions of those higher 
up in the military and civilian chain of 
command are ignored. Anyone who or-
dered these actions, tolerated these 
abuses, or contributed to an atmos-
phere that led to this mistreatment 
must be held accountable. 

I join with several of my colleagues— 
Republican and Democrat—who have 
made clear that we need to ensure that 
the entire chain of command is held ac-
countable for these despicable acts, and 
we will have failed the American peo-
ple if we do otherwise. 

Like most Americans, we learned 
about these horrific acts on national 
television. And like the overwhelming 
majority of Americans, we were 
shocked at the brutality the pictures 
depicted. 

The simple truth is that America 
stands for democracy and the 
unalienable rights of individuals, and 

the vast majority of Americans serving 
in Iraq embody those principles—and 
do so under unimaginably difficult and 
dangerous circumstances. 

In order to uphold the service and 
sacrifices of these fine men and women 
and to demonstrate to the world—yet 
again—what America truly stands for, 
we must send this clear message. 

The stakes here could not be higher. 
We are at a dangerous and difficult 
crossroads in Iraq. If these pictures go 
unanswered, the consequences could 
not be more grave for our troops and 
their security, for our goal of a free 
and unified Iraq, and for our hope for a 
stable Middle East. 

The PRESIDING OFFICER. The ma-
jority leader. 

Mr. FRIST. Mr. President, in 2 min-
utes we will be voting on S. Res. 356, a 
resolution condemning the abuse of 
Iraqi prisoners at Abu Ghraib prison. I 
would like to close the debate and com-
ments today by reading the resolve 
clauses that follow a number of where-
as statements. This is what we will be 
voting on in a couple minutes: 

Resolved, That the Senate— 
(1) commends all Americans serving nobly 

abroad who are advancing the ideals of free-
dom and democracy, and working, through 
the individual and collective actions of such 
individuals, to improve the lives of all the 
people of Iraq; 

(2) condemns in the strongest possible 
terms the despicable acts at Abu Ghraib pris-
on and joins with the President in expressing 
apology for the humiliation suffered by the 
prisoners in Iraq and their families; 

(3) urges the Government of the United 
States to take appropriate measures to en-
sure that such acts do not occur in the fu-
ture; 

(4) believes that it is in the interests of the 
United States and of the people of the United 
States that the appropriate committees of 
the Senate, exercising the oversight respon-
sibilities of such committees, and the Presi-
dent, through the appropriate departments 
or agencies of the executive branch, conduct 
a full investigation of the abuses alleged to 
have occurred at Abu Ghraib; and 

(5) urges that all individuals responsible 
for such despicable acts be held accountable. 

Mr. President, I yield the floor. 
Mr. WARNER. Mr. President, I ask 

unanimous consent that I be added as a 
cosponsor of the resolution. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

All time has expired. The question is 
on agreeing to the resolution. 

Mr. FRIST. Mr. President, I ask for 
the yeas and nays. 

The PRESIDING OFFICER. Is there a 
sufficient second? 

There appears to be a sufficient sec-
ond. 

The clerk will call the roll. 
The legislative clerk called the roll. 
Mr. MCCONNELL. I announce that 

the Senator from Minnesota (Mr. COLE-
MAN), the Senator from Arizona (Mr. 
MCCAIN), the Senator from Alaska (Ms. 
MURKOWSKI), and the Senator from 
Pennsylvania (Mr. SPECTER) are nec-
essarily absent. 

I further announce that if present 
and voting the Senator from Minnesota 
(Mr. COLEMAN) would vote ‘‘yes.’’ 
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Mr. REID. I announce that the Sen-

ator from North Carolina (Mr. 
EDWARDS), the Senator from South 
Carolina (Mr. HOLLINGS), the Senator 
from Massachusetts (Mr. KERRY), and 
the Senator from New Jersey (Mr. LAU-
TENBERG) are necessarily absent. 

I further announce that if present 
and voting, the Senator from New Jer-
sey (Mr. LAUTENBERG) would vote 
‘‘yea.’’ 

The result was announced—yeas, 92, 
nays 0, as follows: 

[Rollcall Vote No. 86 Leg.] 
YEAS—92 

Akaka 
Alexander 
Allard 
Allen 
Baucus 
Bayh 
Bennett 
Biden 
Bingaman 
Bond 
Boxer 
Breaux 
Brownback 
Bunning 
Burns 
Byrd 
Campbell 
Cantwell 
Carper 
Chafee 
Chambliss 
Clinton 
Cochran 
Collins 
Conrad 
Cornyn 
Corzine 
Craig 
Crapo 
Daschle 
Dayton 

DeWine 
Dodd 
Dole 
Domenici 
Dorgan 
Durbin 
Ensign 
Enzi 
Feingold 
Feinstein 
Fitzgerald 
Frist 
Graham (FL) 
Graham (SC) 
Grassley 
Gregg 
Hagel 
Harkin 
Hatch 
Hutchison 
Inhofe 
Inouye 
Jeffords 
Johnson 
Kennedy 
Kohl 
Kyl 
Landrieu 
Leahy 
Levin 
Lieberman 

Lincoln 
Lott 
Lugar 
McConnell 
Mikulski 
Miller 
Murray 
Nelson (FL) 
Nelson (NE) 
Nickles 
Pryor 
Reed 
Reid 
Roberts 
Rockefeller 
Santorum 
Sarbanes 
Schumer 
Sessions 
Shelby 
Smith 
Snowe 
Stabenow 
Stevens 
Sununu 
Talent 
Thomas 
Voinovich 
Warner 
Wyden 

NOT VOTING—8 
Coleman 
Edwards 
Hollings 

Kerry 
Lautenberg 
McCain 

Murkowski 
Specter 

The resolution (S. Res. 356) was 
agreed to. 

The preamble was agreed to. 
The resolution, with its preamble, 

reads as follows: 
S. RES. 356 

Whereas the United States was founded on 
the principles of representative government, 
the rule of law, and the unalienable rights of 
individuals; 

Whereas those principles are the birthright 
of all individuals and the fulfillment of those 
principals in Iraq would benefit the people of 
Iraq, the people of the Middle East, and the 
people of the United States; 

Whereas the vast majority of Americans in 
Iraq are serving courageously and with great 
honor to promote a free and stable Iraq and 
through such service are promoting the val-
ues and principles that the people of the 
United States hold dear; 

Whereas Americans serving abroad 
throughout the history of the United States, 
both military and civilian, have established 
a reputation for setting the highest stand-
ards of personal, professional, and moral con-
duct; 

Whereas in January 2004, a member of the 
United States Armed Forces reported alleged 
abuses perpetrated in Abu Ghraib prison dur-
ing November and December 2003; 

Whereas an inquiry into those alleged 
abuses was ordered in January 2004, and that 
inquiry is reported to have found numerous 
incidents of criminal abuses by a small num-
ber of Americans based in Iraq; 

Whereas the reaction to the alleged abuses 
is having a negative impact on the United 

States efforts to stabilize and reconstruct 
Iraq and to promote democratic values in the 
Middle East and could affect the security of 
the United States Armed Forces serving 
abroad; 

Whereas Congress was not informed about 
the extent of the alleged abuses until reports 
about the abuses became public through the 
media; 

Whereas success in the national security 
policy of the United States demands regular 
communication between the President, the 
agencies and departments of the executive 
branch, Congress, and the people of the 
United States; 

Whereas, in an interview on May 5, 2004, 
the President stated ‘‘First, people in Iraq 
must understand that I view those practices 
as abhorrent. They must also understand 
that what took place in that prison does not 
represent America that I know. The America 
I know is a compassionate country that be-
lieves in freedom. The America I know cares 
about every individual. The America I know 
has sent troops into Iraq to promote free-
dom—good, honorable citizens that are help-
ing the Iraqis every day.’’; 

Whereas in that interview the President 
further stated ‘‘It’s also important for the 
people of Iraq to know that in a democracy, 
everything is not perfect, that mistakes are 
made. But in a democracy, as well, those 
mistakes will be investigated and people will 
be brought to justice. We’re an open society. 
We’re a society that is willing to investigate, 
fully investigate in this case, what took 
place in that prison. That stands in stark 
contrast to life under Saddam Hussein. His 
trained torturers were never brought to jus-
tice under his regime. There were no inves-
tigations about mistreatment of people. 
There will be investigations. People will be 
brought to justice.’’; and 

Whereas the pursuit of truth and justice 
are core principles of the United States, and 
if the Government of the United States con-
ducts a full investigation of the alleged 
abuses and holds accountable the individuals 
who are responsible for such abuses, the peo-
ple of Iraq and of the Middle East will wit-
ness how a democracy upholds the rule of 
law and protects the rights of individuals by 
administering justice in a swift, transparent, 
and fair manner: Now, therefore, be it 

Resolved, That the Senate— 
(1) commends all Americans serving nobly 

abroad who are advancing the ideals of free-
dom and democracy, and working, through 
the individual and collective actions of such 
individuals, to improve the lives of all the 
people of Iraq; 

(2) condemns in the strongest possible 
terms the despicable acts at Abu Ghraib pris-
on and joins with the President in expressing 
apology for the humiliation suffered by the 
prisoners in Iraq and their families; 

(3) urges the Government of the United 
States to take appropriate measures to en-
sure that such acts do not occur in the fu-
ture; 

(4) believes that it is in the interests of the 
United States and of the people of the United 
States that the appropriate committees of 
the Senate, exercising the oversight respon-
sibilities of such committees, and the Presi-
dent, through the appropriate departments 
or agencies of the executive branch, conduct 
a full investigation of the abuses alleged to 
have occurred at Abu Ghraib; and 

(5) urges that all individuals responsible 
for such despicable acts be held accountable. 

Mr. MCCONNELL. I move to recon-
sider the vote, and I move to lay that 
motion on the table. 

The motion to lay on the table was 
agreed to. 

MORNING BUSINESS 

Mr. MCCONNELL. Mr. President, I 
ask unanimous consent that the Sen-
ate now proceed to a period for the 
transaction of morning business, with 
Senators permitted to speak for up to 
10 minutes each. 

The PRESIDING OFFICER (Mr. FITZ-
GERALD). Without objection, it is so or-
dered. 

f 

ASBESTOS NEGOTIATIONS 

Mr. FRIST. Mr. President, after clo-
ture was not invoked on S. 2290, the 
Hatch-Frist asbestos bill, Senator 
DASCHLE and I asked Judge Becker to 
conduct a mediation process in the 
hope of identifying a path to reach con-
sensus on this contentious yet extraor-
dinarily important issue. Judge Ed-
ward Becker was asked to focus on 
working with the interested stake-
holders on three major issues—projec-
tions, claims values, and overall fund-
ing into the trust—understanding that 
there are over a dozen additional issues 
that remain unresolved. Our belief was 
that if these three issues could be re-
solved, it would be much easier to work 
through the remaining differences. 

Judge Becker presided over meetings 
for the last 2 weeks and held his final 
session last Thursday. His presence was 
invaluable in helping to further define 
the issues and illuminate the dif-
ferences. Throughout the process all 
parties negotiated in good faith and 
worked towards bridging the gaps. We 
are extremely grateful for the time, en-
ergy, and leadership Judge Becker put 
into working through these technical 
issues, and to all the parties for their 
steadfast participation. 

Last week, Judge Becker gave us his 
final report on the result of his medi-
ation. We are glad there has been 
movement in major areas but realize 
there is more work to be done. While 
both sides have provided new proposals, 
ultimately, there remains gaps in 
claims values, projections, and the 
amount of dollars needed to establish a 
trust. 

As you know, we have been person-
ally committed to achieving a resolu-
tion to this extremely complicated 
issue for some time. Many members of 
both caucuses have devoted countless 
hours of time and considerable per-
sonal energy toward this end as well. 
We are committed to working together 
to determine whether a compromise 
can be reached that would provide suf-
ficient payments to asbestos victims 
and certainty to companies. 

f 

THE AMERICAN LUNG ASSOCIA-
TION—A CENTURY OF EXCEL-
LENCE 

Mr. KENNEDY. Mr. President, I wel-
come this opportunity to pay tribute 
to the American Lung Association as it 
prepares to celebrate its centennial an-
niversary on May 22. It is a remarkable 
milestone and the leaders and members 
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of this impressive organization, past 
and present, deserve great credit for 
their continuing successful commit-
ment to fight lung disease for the past 
100 years. From its inception as a com-
munity-based organization formed to 
eradicate tuberculosis to its current 
initiatives to reduce smoking, improve 
environmental health, reduce asthma 
incidence, and support research on pre-
venting and treating lung disease, the 
Association has been an extraordinary 
leader in public education and public 
advocacy. 

The American Lung Association 
early mission was to combat the grow-
ing public health threat of tuberculosis 
a century ago. Even in 1904, the asso-
ciation had the creativity and vision-
ary thinking to develop the nation’s 
first health campaign to deal with this 
threat. The association developed new 
ways to diagnose and treat the disease 
and prevent its spread. Through public 
outreach efforts, it brought the best 
available technology to communities 
throughout the United States. In fact, 
the association funded the research 
that led to the discovery of isoniazid in 
1952, which was the first drug for chil-
dren with the disease and is still widely 
used today. The American Lung Asso-
ciation has long had an indispensable 
role in controlling the spread of tuber-
culosis and preventing epidemics of 
this disease. The Nation is very grate-
ful for its immense contributions to 
public health. 

In its long and distinguished history, 
the association has risen to the chal-
lenge of many other health threats. In 
1960, the board of directors issued a pol-
icy statement warning that ‘‘Cigarette 
smoking is a major cause of lung can-
cer.’’ The statement came 4 years be-
fore the landmark ‘‘Surgeon General’s 
Report on Smoking and Health,’’ and 
the association became an effective 
leader in the battle we are still waging 
to this day against smoking. The asso-
ciation had the skill and foresight to 
develop needed smoking cessation pro-
grams and youth smoking prevention 
programs, and it did so decades before 
the public and the Federal Government 
called for them. 

An additional high priority of the as-
sociation today is reducing the heavy 
burden of asthma in our society. Based 
on its outstanding successes with tu-
berculosis and smoking cessation, I 
have no doubt that it will lead the way 
to make our environments safer for 
asthma sufferers. 

On this special anniversary, I com-
mend the American Lung Association 
for a century of leadership in improv-
ing the health of millions of Americans 
every year, and I wish them great suc-
cess in their important mission in the 
years ahead. 

Mr. CRAPO. Mr. President, it is my 
tremendous honor to rise today to rec-
ognize a very special birthday. Over 
the last 100 years, the American Lung 
Association has distinguished itself in 
numerous and meaningful ways. It has 
made significant contributions to mod-

ern health science and has been a force 
for successful political action. Most 
importantly, the American Lung Asso-
ciation is responsible for saving mil-
lions of lives through its constant and 
dedicated efforts to educate the public 
to the dangers of lung disease and to 
promote both preventive care and 
treatment for this terrible illness. 

The American Lung Association has 
been especially active over the past 40 
years in bringing the health concerns 
of smoking to the national policy agen-
da and aggressively promoting the 
principles behind the Clean Air Act in 
relation to pollution’s effect on the 
human body and to those individuals 
with existing lung illnesses. 

Its work in the field of asthma is 
equally exemplary. The American Lung 
Association has pioneered research ef-
forts to determine the causes and 
treatment of childhood and adult asth-
ma, calling for needed funding and gov-
ernment support. It has also spear-
headed efforts to teach children with 
asthma how to better manage their dis-
ease so as to reduce complications, hos-
pitalizations, and in some cases, 
deaths. 

With the knowledge that lung disease 
is responsible for one in seven deaths 
annually, there is no doubt of the crit-
ical nature of the efforts of the Amer-
ican Lung Association. It is certainly 
appropriate that this body recognize 
this dedicated organization for a cen-
tury of remarkable efforts to improve 
the health and lives of all Americans, 
and wish its members many more years 
of continued success. When they suc-
ceed, we all do indeed breathe easier. 

Mr. LAUTENBERG. Mr. President, I 
congratulate the American Lung Asso-
ciation, ALA, on its 100th anniversary. 
Since its inception in 1904, as the Na-
tional Association for the Study and 
Prevention of Tuberculosis, the Amer-
ican Lung Association has served as a 
champion for those affected by lung 
disease. 

Lung disease is America’s number 
three killer, responsible for one in 
seven deaths. Every year, close to 
342,000 Americans die of lung diseases. 
However, lung disease is not only a 
killer, most lung disease is chronic. 
More than 35 million Americans are 
now living with chronic lung disease. I 
applaud ALA’s commitment to fighting 
lung disease in all its forms, with spe-
cial emphasis on asthma, tobacco con-
trol and environmental health. 

One of the main focuses of the Amer-
ican Lung Association is the reduction 
of tobacco use in order to combat lung 
disease. Smoking is responsible for 90 
percent of all cancer deaths. Four 
years before the publication of the 
landmark 1964 Surgeon General’s Re-
port on Smoking and Health the Amer-
ican Lung Association established the 
link between cigarette smoking and 
lung cancer. 

As the author of the law banning 
smoking on airplanes and in all Fed-
eral buildings I am tirelessly com-
mitted to protecting individuals from 

deadly secondhand smoke and devel-
oping regulations to protect children 
from the dangers of tobacco use. I am 
proud to call ALA my partner in this 
effort. 

In addition to the outstanding 
progress ALA has achieved in its anti- 
tobacco work the association is also 
recognized as a leader in the clean air 
movement. Americans have ALA to 
thank for developing the crucial health 
basis for the Nation’s clear air stand-
ards that led to passage and implemen-
tation of the landmark 1970 Clean Air 
Act and the Clean Air Act Amend-
ments of 1977 and 1990. 

I commend the ALA for its out-
standing achievements over the past 
century, and I offer by best wishes for 
a successful future. 

f 

LOCAL LAW ENFORCEMENT ACT 
OF 2003 

Mr. SMITH. Mr. President, I speak 
about the need for hate crimes legisla-
tion. On May 1, 2003, Senator KENNEDY 
and I introduced the Local Law En-
forcement Enhancement Act, a bill 
that would add new categories to cur-
rent hate crimes law, sending a signal 
that violence of any kind is unaccept-
able in our society. 

On December 22, 2001, in Lake 
Elsinore, CA, two men, ages 19 and 22, 
and a 20-year old woman, allegedly 
beat and made defamatory remarks to 
two people they perceived to be gay. 

I believe that Government’s first 
duty is to defend its citizens, to defend 
them against the harms that come out 
of hate. The Local Law Enforcement 
Enhancement Act is a symbol that can 
become substance. By passing this leg-
islation and changing current law, we 
can change hearts and minds as well. 

f 

TRIBUTE TO NANCY AAMODT 

Mr. SMITH. Mr. President, it is no 
secret that those of us who are privi-
leged to serve in the U.S. Senate could 
not do so without the support of the 
hard working and dedicated staff. And 
I rise today to pay tribute to one of the 
most valuable members of my staff, 
who will be retiring at the end of May. 

For the past 71⁄2 years, anyone who 
has called or visited my Portland office 
has probably talked with Nancy 
Aamodt. Indeed, from her post at the 
office’s front desk, Nancy is usually 
the first person who answers the phone, 
and the first person who greets visi-
tors. I have long believed in the wis-
dom of the old saying that ‘‘first im-
pressions are the most important 
ones,’’ and I know that when Orego-
nians talk with or meet Nancy, their 
first impression will be of a kind, car-
ing, and courteous individual. She 
treats all callers and visitors with hos-
pitality and courtesy, and leaves every-
one knowing that they were treated 
with great respect. 

The Bible tells us that ‘‘God loves a 
cheerful giver,’’ and I can’t think of a 
better description of Nancy. She truly 
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is a ‘‘cheerful giver,’’ as she constantly 
reaches out and offers kind words and 
support to those who need it most. 

The commitment to helping others 
and interest in current events that 
Nancy exhibits at the office also ex-
tends to her personal life, as well. For 
many years, Nancy has been a re-
spected leader in both the Oregon and 
National Federations of Republican 
Women. She has served as President of 
the OFRW, and is a member of the 
NFRW Legislative Committee. 

I am very proud to call Nancy and 
her husband, Dave, my friends, and 
wish her the very best as she retires 
from service to the U.S. Senate. 

f 

ADDITIONAL STATEMENTS 

HONORING BETTY BENJAMIN 
∑ Mr. DAYTON. Mr. President, today I 
congratulate and honor my friend, 
Betty Benjamin from Minneapolis, who 
last Saturday celebrated her 80th 
birthday. She has lived an extraor-
dinary and outstanding 80 years. 

Raised on a farm near Redwood Falls, 
MN, Betty studied social work at 
Hamline University, where she met her 
future husband, Robert Benjamin, a 
pre-med student from Pipestone, MN. 
During the mid- to late 1960s, Betty 
was busy raising her family, but some-
how she found time to become a com-
mitted leader in the local movement to 
reform the existing abortion laws. Rec-
ognizing her determination and natural 
leadership, her friends and colleagues 
asked her to become the president of 
two women’s organizations; the Edina 
League of Women Voters and the Min-
nesota Organization for the Repeal of 
Abortion Laws. The latter organization 
later became the Minnesota Chapter of 
the National Abortion Rights Action 
League. 

When Betty became the leader of 
Minnesota’s pro-choice community, 
abortion was an illegal procedure. 
Driven by her professional experience 
as a social worker and her deeply held 
belief that women should have the free-
dom to make their own decisions about 
their own bodies and lives, Betty was 
committed to see the abortion laws re-
pealed. With her family by her side, 
Betty dedicated everything to the 
movement—her time, her energy, and 
even her home. To save valuable re-
sources, the organization met in a 
spare room at the Benjamins’ house in 
suburban Minneapolis for more than 5 
years. Opening her home to other abor-
tion rights advocates allowed Betty to 
stay connected to the statewide, grass-
roots organizing plan she shaped. At 
one point, Betty organized a Board of 
Directors that featured a resident from 
each of Minnesota’s 67 legislative dis-
tricts. Most importantly, making the 
organization’s base of operations her 
home enabled Betty to be a loving and 
devoted mother. And what a role model 
she was to her three children! Day 
after day, she demonstrated the values 
of hard work and persistence and that 
one person can truly make an imprint 
on social policy. 

While the organization eventually 
outgrew the Benjamins’ spare room, 
Betty has never outgrown the organi-
zation and the fight. A steady source of 
inspiration and encouragement to all 
in the movement, Betty continues to 
serve on the Minnesota NARL Founda-
tion Board of Directors. 

At 80 years of age, Betty’s activism 
and passion still spill out of the board-
room and onto the streets. Two weeks 
ago, she flew from Minneapolis to 
Washington, DC, to participate in the 
largest march ever for women’s repro-
ductive rights. Once again, she stood 
strong with her fellow Americans, this 
time over a million, to protect the 
rights she fought to secure for women 
more than 30 years ago. 

I stand here on the Senate floor 
today to honor Mrs. Betty Benjamin on 
her 80th birthday and to thank her for 
her continued commitment and dedica-
tion. May God grace us with her pres-
ence and her passion for many years to 
come.∑ 

f 

OSTEOPOROSIS AWARENESS AND 
PREVENTION MONTH 

∑ Ms. SNOWE. Mr. President, I wish to 
speak about osteoporosis and to remind 
my colleagues that May is Osteoporosis 
Awareness and Prevention Month. 
Osteoporosis today is a major public 
health threat for an estimated 44 mil-
lion Americans, or 55 percent of the 
population age 50 and over. At least ten 
million Americans are estimated to 
have osteoporosis and almost 34 mil-
lion more are estimated to have low 
bone mass, placing them at increased 
risk for the disease. 

Of the 10 million Americans esti-
mated to have osteoporosis, 20 percent 
are men. Current statistics show that 
one in two women and one in four men 
over age 50 will have an osteoporosis 
-related fracture in her or his lifetime. 
To put this into perspective, as I look 
around this chamber, these statistics 
mean that more than 25 of our group of 
100 Senators could develop 
osteoporosis. And, while osteoporosis is 
thought of as an older person’s disease, 
it strikes men and women of all ethnic 
groups at any age. 

The literal meaning of the word 
‘‘osteoporosis’’ is ‘‘porous bone.’’ 
Osteoporosis is a devastating disease 
that causes bones to thin and break 
easily—especially bones in the hip, 
spine and wrist. It is known as a silent 
disease because most people don’t even 
know that they have osteoporosis until 
after they have broken a bone. 

Not only are these bone fractures 
very painful and devastating to an in-
dividual’s quality of life, but they can 
also be life-threatening, especially for 
older men. Nearly one in four hip frac-
ture patients who are age 50 and over, 
and average of 24 percent, die in the 
year following their fracture. And the 
80,000 men who suffer hip fractures 
each year are nearly twice as likely to 
die in the year after the fracture as 
women their age. 

Apart from the severe life-or-death 
and quality of life consequences that 

bone fractures can have, osteoporosis 
has become a major health care ex-
pense. In 2001, osteoporosis cost the 
country $17 billion, or $47 million a day 
in direct costs, according to a report of 
the National Osteoporosis Foundation, 
‘‘America’s Bone Health: The State of 
Osteoporosis and Low Bone Mass in 
Our Nation,’’ issued 2 years ago. Of 
course, those figures would be even 
higher today. 

The ramifications of osteoporosis go 
beyond our country’s health care sys-
tem and are truly international in 
scope. The World Health Organization 
considers osteoporosis to be the second 
leading health problem in the world. 

In spite of these alarming statistics, 
we are making progress and developing 
a growing awareness and commitment 
to confronting this disease. Twenty 
years ago, few people understood the 
terms ‘‘osteoporosis,’’ and no medical 
therapy existed to treat the disease or 
help prevent its onset. Today, 
osteoporosis research and education 
are helping us make great strides. Peo-
ple are far better informed about the 
causes of this disease and steps to take 
for prevention and treatment. 

Building strong bones during child-
hood, adolescence and as young adults 
can help individuals avoid the disease 
later in life. Four simple steps can help 
prevent osteoporosis and optimize bone 
health: Eating a balanced diet rich in 
calcium and vitamin D; doing weight- 
bearing exercises on a regular basis; 
leading a healthy lifestyle without 
smoking or excessive alcohol; and hav-
ing bone density tests and treating low 
bone mass, as recommended. Preven-
tive measures and treatment—even 
after a fracture—will minimize further 
bone loss and help prevent future dis-
ability. 

Along those lines, I have introduced 
two bills, the Osteoporosis Federal Em-
ployee Health Benefits Standardization 
Act of 2003, S. 417, which ensures that 
coverage of bone mass measurements is 
provided under the Federal health ben-
efits program, and the Medicare 
Osteoporosis Measurement Act of 2003, 
S. 419, which amends Medicare to in-
clude coverage of bone mass measure-
ments under Medicare part B for all in-
dividuals, including estrogen-deficient 
women, at clinical risk for 
osteoporosis. I urge my colleagues to 
join me in supporting this legislation 
and working towards passage of these 
bills this year. 

Injuries and death from bone frac-
tures can be greatly reduced with pre-
vention, early detection, and the new 
forms of treatment that are now avail-
able. We should all take the initiative 
and keep one thought foremost in our 
minds: It’s never too early or too late 
to start.∑ 

f 

COVER THE UNINSURED WEEK 
∑ Mr. SARBANES. Mr. President, 
today I wish to recognize Cover the Un-
insured Week. I take this opportunity 
to highlight the crisis of the uninsured 
in the United States and to underscore 
the significant impact that this crisis 
has on our population. 
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The number of Americans without 

health insurance is equal to the com-
bined populations of 24 States and the 
District of Columbia. As of a Sep-
tember 2003 National Bureau of Census 
report, the most recent set of com-
prehensive figures on this problem, 
nearly 44 million people had gone with-
out health insurance for the span of an 
entire year or longer. Millions more 
had been uninsured for part of a year. 

The estimated 43.6 million people 
who are currently uninsured face con-
stant financial vulnerability. At any 
moment they could face financial dev-
astation by the costs associated with 
an unexpected injury or disease. In 
Maryland alone, there were 595,500 un-
insured in 2003—approximately 13 per-
cent of Maryland’s population. Accord-
ing to the Baltimore Sun, 700,000 people 
younger than 65 have no insurance. 

Lack of insurance takes a huge finan-
cial toll on families. On average, the 
uninsured are forced to pay 35 percent 
of the overall costs of their medical 
coverage. As a result, medical bills are 
the leading cause of bankruptcy and 
are cited as a reason for half of all per-
sonal bankruptcy filings. 

In my own State of Maryland, we 
hear the worries of people with pre-
existing conditions who cannot change 
their job because they fear they will 
never again be eligible for affordable 
health insurance. I hear about recent 
college graduates who are no longer el-
igible for coverage under their parent’s 
insurance policy and are going with-
out, hoping nothing happens to them 
until they find a job that has health 
benefits. 

I hear the stories of those who have 
had to forego care because they are un-
insured; mothers, fathers, children who 
have fatal disease, forced to face fatal 
consequences because they cannot ef-
fectively access the health care sys-
tem. Statistics show that up to 18,000 
people die each year because we ignore 
the plight of the uninsured. That is the 
equivalent of 49 people a day. 

Who are the uninsured? Often we are 
led to believe that if people are work-
ing they will have health coverage for 
themselves and their families. This is 
not the case. Eighty percent are in 
families in which at least one person is 
working. Many employers and workers 
are finding it difficult to afford health 
insurance due to the continual in-
creases in health care costs. Service 
and labor jobs, which make up a sig-
nificant portion of our workforce, are 
less likely to offer insurance. More-
over, part-time workers are often ineli-
gible for employer-sponsored insurance 
and low-wage workers often cannot af-
ford to pay their premiums. 

This phenomenon has a very negative 
impact on the lives of children. Mr. 
President, 8.5 million of our children 
are uninsured, which is more than the 
number of children in first and second 
grade in all of our public schools com-
bined. A Florida Healthy Kids Corpora-
tion study showed that uninsured kids 
are 25 percent more likely to miss 

school than insured children. Such a 
percentage represents a significant dis-
advantage for children, especially for 
those who likely face other obstacles 
as well. 

Often those with insurance take 
these benefits for granted. We tend to 
ignore that which does not directly af-
fect us. But those who are ignoring this 
problem for that reason should think 
again. There are consequences to all of 
us for ignoring the plight of the unin-
sured. According to a recent Institute 
of Medicine report, the United States 
loses $65–$130 billion each year as a re-
sult of the poor health and early deaths 
of uninsured adults. These numbers are 
called lost ‘‘health capital,’’ also 
known as individual work losses and 
development losses in children due to 
poor health. A community’s high rate 
of uninsurance can adversely affect its 
overall health status, including the fi-
nancial stability of its health care in-
stitutions and providers. Moreover, 
such communities face decreased ac-
cess to services such as emergency de-
partments and trauma centers. 

I hope the Senate in the near future 
can begin to engage in discussions 
about meaningful ways to provide qual-
ity, comprehensive, affordable health 
care for all of our citizens. I would like 
to comment the Robert Wood Johnson 
Foundation and their cosponsors for 
creating Cover the Uninsured Week. I 
urge my colleagues to use this week as 
an opportunity to redouble our efforts 
to work toward a collective and com-
prehensive solution to address this 
critical problem.∑ 

f 

ROBERT GLIDDEN 

∑ Mr. VOINOVICH. Mr. President, the 
State of Ohio has had a good friend in 
Ohio University President Robert 
Glidden for many years. Higher edu-
cation in particular, in Ohio and else-
where, has had a good friend in Dr. 
Glidden for a lifetime. 

As he prepares to retire next month 
from the presidency of Ohio University, 
my alma mater, I think it is important 
to recognize Dr. Glidden’s commit-
ment, dedication and hard work. Most 
of all, though, I would like to applaud 
his stance that education is the best 
means through which to raise up the 
individual, the State of Ohio and our 
great Nation, and his zeal in conveying 
that philosophy. 

On July 1, 1994, Dr. Glidden became 
the 19th president of Ohio University, 
the first public institution of higher 
learning in the old Northwest Terri-
tory. He previously had served Ohio as 
dean of the Bowling Green State Uni-
versity College of Musical Arts from 
1975 to 1979 and assistant professor of 
music at Wright State University from 
1966 to 1967. His other posts have in-
cluded professor, music school dean, 
provost and vice president for aca-
demic affairs at Florida State Univer-
sity and music professor at Indiana 
University and the University of Okla-
homa. 

Dr. Glidden can be proud of his serv-
ice to higher education. In the past 
decade, he has taken Ohio University 
to a new level of excellence by empha-
sizing the university’s academic and 
research missions. He has also made it 
an Ohio University priority to reach 
out to Southeast Ohio through the uni-
versity’s strong regional campus sys-
tem, the Voinovich Center for Leader-
ship and Public Affairs, and a mul-
titude of other offerings. He has moved 
the university forward—by way of im-
provements in undergraduate edu-
cation, technological advancements 
and campus improvements—during 
some of the toughest economic times 
we have faced in recent memory. 

This has taken considerable cre-
ativity, focus and foresight, and often 
it has meant making difficult deci-
sions. It also has required a commit-
ment to seeking out new opportunities 
and revenue steams. Under Dr. 
Glidden’s watch, external funding for 
Ohio University faculty research has 
climbed to $54.3 million, up from just 
$34.4 million six years earlier. The uni-
versity also is about to surpass the $200 
million goal of its Bientennial Cam-
paign. 

These are accomplishments on the 
grand scale, but there is a personal side 
to Dr. Glidden that students of Ohio 
University have come to know and ap-
preciate. Above all, he respects them. 
He wants them to appreciate learning 
for learning’s sake and gain knowledge 
and skills that will last them a life-
time, especially because the focus of 
their careers is likely to change sev-
eral times as the years go by. He also 
has emphasized civility and character, 
attributes that—as we see every day— 
are more important now than ever. 

Likewise, Dr. Glidden has nurtured 
Ohio University’s relationship with its 
alumni. These individuals, now some 
170,000 strong, are making important 
advancements and contributions 
around the globe. He takes pride in 
their accomplishments, and he encour-
ages their continued involvement with 
and support for their university and 
education in general. 

My wife Janet and I have enjoyed 
being able to get to know Bob and his 
wife, Reneé. Reneé’s contributions to 
the university community are note-
worthy in their own right. Not only did 
she oversee the renovation of the Presi-
dent’s residence—painstakingly strip-
ping and refinishing the home’s main 
staircase herself—she has also made 
valuable contributions as a career vol-
unteer. She has served on the Board of 
Trustees of the Dairy Barn/South-
eastern Ohio Cultural Arts Center, the 
Stuart Opera House, Community De-
sign Inc., the Percent for Art Com-
mittee, and the Ohio Arts Council. 

In addition to his distinguished serv-
ice to Ohio University, Dr. Glidden has 
taken a leadership role in higher edu-
cation in Ohio and around the country 
through his involvement with Ohio’s 
Inter-University Council and service as 
founding chair of the Council on Higher 
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Education Accreditation. Such activi-
ties have helped raise the bar for edu-
cational institutions around the coun-
try and earned him the respect of his 
peers nationwide. In the words of 
Miami University President James 
Garland, whose school has long enjoyed 
a healthy rivalry with Ohio University: 
‘‘When it comes to defending budgets 
and advancing policies in the interest 
of higher education, Bob has been a 
leader in the state . . . I have as much 
respect for him as a university presi-
dent as anyone I’ve ever met.’’ 

I am grateful, as I know others 
throughout southeast Ohio are that Dr. 
Glidden has expressed an interest in 
continuing his service to Ohio Univer-
sity, albeit in a more modest fashion, 
during retirement. His passion for edu-
cation and the doors it opens make him 
a most valuable ally for the students of 
today and the leaders of tomorrow. 
Thank you, Bob, for your service. Go 
Bobcats.∑ 

f 

AMERICAN LEGACY FOUNDATION 

∑ Mr. LAUTENBERG. Mr. President, 
today I pay tribute to an organization 
that has done so much good in our 
country. I am happy to be able to con-
gratulate the American Legacy Foun-
dation on its 5-year anniversary. Five 
years ago, the American Legacy Foun-
dation was born out of the Master Set-
tlement Agreement, MSA. As we are 
all aware, the States’ lawsuits against 
the major cigarette companies explic-
itly required Sates to spend certain 
amounts of their settlement payments 
on tobacco-prevention efforts and to 
advance public health. 

I would like to personally commend 
those organizations, such as the Amer-
ican Legacy Foundation, who have 
worked tirelessly for 5 years to reduce 
smoking in our Nation. Smoking is 
now at its lowest level in nearly three 
decades. This did not happen by 
chance. It happened because States and 
communities all across this great Na-
tion, led by the American Legacy 
Foundation, challenged and continue 
to challenge the tobacco industry. 

Whether it is an award-winning 
youth counter marketing campaign, or 
‘‘Great Start,’’ an innovative cessation 
program for pregnant women, there is 
no denying the fact that programs such 
as these have successfully convinced 
teens, pregnant women and older 
adults that they can quit smoking. 

In closing my remarks, I encourage 
my colleagues to remain committed to 
the spirit of the Master Settlement 
Agreement, so that we can eliminate 
tobacco addiction altogether. By 
squelching America’s smoking habit, it 
is my hope that we can achieve the vi-
sion of a smoke-free society.∑ 

f 

WE THE PEOPLE NATIONAL 
FINALS COMPETITION 

∑ Mr. ENZI. Mr. President, from May 
1–3, 2004 more than 1200 students from 
across the United States came to 

Washington, DC to take part in the na-
tional finals of ‘‘We the People: The 
Citizen and the Constitution.’’ This is 
the most extensive program in the 
country developed specifically to edu-
cate young people about the U.S. Con-
stitution and the Bill of Rights. Ad-
ministered by the Center for Civic Edu-
cation, the ‘‘We the People’’ program is 
funded by the U.S. Department of Edu-
cation by act of Congress. 

I am very proud to note that a class 
from Cheyenne Central High School in 
Cheyenne represented the State of Wy-
oming in this prestigious national 
event. These outstanding students, 
through their knowledge of the U.S. 
Constitution, won their statewide com-
petition and earned the chance to come 
to our Nation’s capital and compete at 
the national level. 

The 3-day ‘‘We the People’’ National 
Finals Competition is modeled after 
hearings in the U.S. Congress. The stu-
dents are given an opportunity to dem-
onstrate their knowledge before a 
panel of adult judges while they evalu-
ate, take, and defend positions on rel-
evant historical and contemporary 
issues. Their testimony is followed by 
questions designed to probe the stu-
dents’ depth of understanding and abil-
ity to apply their constitutional 
knowledge. Columnist David Broder 
once described this annual competition 
as ‘‘the place to come to have your 
faith in the younger generation re-
stored.’’ 

Most recently, the ‘‘We the People’’ 
program was highlighted at two na-
tional conferences held in 2003: the 
White House Forum on American His-
tory, Civics, and Service, and the first 
annual Congressional Conference on 
Civic Education. Evaluations and inde-
pendent studies have validated the ef-
fectiveness of the ‘‘We the People’’ pro-
gram on students’ civic knowledge and 
attitudes. This innovative civic edu-
cation program continues to be one of 
the best antidotes to apathy and cyni-
cism in our Nation. 

I am certain everyone enjoyed their 
participation in the ‘‘We the People’’ 
national finals and I applaud the 
achievements of all who took part in 
the program. We should all be proud 
that so many are focused on and are 
learning about the fundamental prin-
ciples and ideals that identify us as a 
people and bind us together as a na-
tion.∑ 

f 

MILKEN EDUCATOR AWARD 

∑ Ms. LANDRIEU. Mr. President, today 
I wish to recognize three outstanding 
teachers from my home State of Lou-
isiana who will be honored by the 
Milken Family Foundation with the 
Milken Educator Award at their Na-
tional Educator Conference here in 
Washington. The Milken Family Foun-
dation was established in 1982 with the 
mission to discover and advance inven-
tive and effective ways of helping peo-
ple to help themselves and those 
around them lead productive and satis-

fying lives. On May 4–6 they will be 
holding their National Educator Con-
ference in Washington, DC. 

With a major focus on education, the 
Milken Family Foundation is com-
mitted to recognizing and rewarding 
the Nation’s most outstanding edu-
cators and helping them to expand 
their leadership and potential. This 
year, the Milken Family Foundation 
has recognized Amanda Mayeaux, a 
math teacher at Dutchtown Middle 
School, Phyllis Diecidue, a reading 
teacher at St. Bernard High School, 
and Josh Michael Burton, a biology 
teacher at Albany High School, all 
from the State of Louisiana. They are 
among one hundred teachers who were 
selected from across the country to re-
ceive this very prestigious $25,000 
award. 

When I think back to my education, 
I remember many inspiring teachers 
who helped make me who I am today. 
Without highly qualified teachers who 
are dedicated to the success of every 
student, my colleagues and myself 
would most certainly not be where we 
are today. Today, research is con-
firming what common sense has sug-
gested all along. A skilled and knowl-
edgeable teacher can make an enor-
mous difference on how well students 
learn. As we look towards the future of 
our country and the sustainability of 
our democracy, we must look to our 
children, the future leaders. The future 
of our workforce and our country de-
pends on our ability to recruit and re-
tain qualified teachers in our class-
rooms, who will help our children be-
come active and responsible citizens. 
Often times teachers are not recog-
nized for the challenges and struggles 
which they encounter each and every 
day and tremendous significance of 
their work. We must remember that it 
is our Nation’s teachers who are in the 
trenches each and every day ensuring 
that our children gain the knowledge 
and skills that they will need to be suc-
cessful. 

As we in Congress continue to focus 
on education reform and ensuring that 
all children have access to the same 
quality education, it is important that 
we also take a moment to recognize 
the teachers who work hard every day 
to ensure that our children are suc-
ceeding. It is because of the hard work 
and dedication of these teachers that 
our children can set their sights to-
wards a bright future. I know that my 
colleagues here in the Senate join me 
today in congratulating these excep-
tional educators and the other ninety- 
seven teachers from around the coun-
try who were recognized with this high 
honor.∑ 

f 

MESSAGES FROM THE PRESIDENT 

Messages from the President of the 
United States were communicated to 
the Senate by Ms. Evans, one of his 
secretaries. 
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EXECUTIVE MESSAGES REFERRED 

As in executive session the Presiding 
Officer laid before the Senate messages 
from the President of the United 
States submitting sundry nominations 
which were referred to the appropriate 
committees. 

(The nominations received today are 
printed at the end of the Senate pro-
ceedings.) 

f 

ENROLLED BILL PRESENTED 
DURING ADJOURNMENT 

The Secretary of the Senate reported 
that on May 7, 2004, she had presented 
to the President of the United States 
the following enrolled bill: 

S. 2315. An act to amend the Communica-
tions Satellite Act of 1962 to extend the 
deadline for the INTELSAT initial public of-
fering. 

f 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The following communications were 
laid before the Senate, together with 
accompanying papers, reports, and doc-
uments, and were referred as indicated: 

EC–7406. A communication from the Ad-
ministrator, Federal Aviation Administra-
tion, transmitting, pursuant to law, a report 
relative to foreign aviation authorities to 
which the Administrator provided services in 
the preceding fiscal year; to the Committee 
on Commerce, Science, and Transportation. 

EC–7407. A communication from the Chair-
man, Federal Maritime Commission, trans-
mitting, pursuant to law, the Commission’s 
Annual report for fiscal year 2003; to the 
Committee on Commerce, Science, and 
Transportation. 

EC–7408. A communication from the Dep-
uty Assistant Administrator, National Oce-
anic and Atmospheric Administration, De-
partment of Commerce, transmitting, pursu-
ant to law, the report of a rule entitled 
‘‘NOAA Climate and Global Change Program, 
FY 2005 Program Announcement’’ (RIN0648– 
ZA91) received on May 5, 2004; to the Com-
mittee on Commerce, Science, and Transpor-
tation. 

EC–7409. A communication from the Assist-
ant Secretary for Export Administration, 
Bureau of Industry and Security, Depart-
ment of Commerce, transmitting, pursuant 
to law, the report of a rule entitled ‘‘Amend-
ment to the Export Administration Regula-
tions: Correction to ECCN 1C355 on the Com-
merce Control List’’ (RIN0694–AC87) received 
on May 5, 2004; to the Committee on Com-
merce, Science, and Transportation. 

EC–7410. A communication from the Dep-
uty Assistant Administrator for Regulatory 
Programs, National Marine Fisheries Serv-
ice, Department of Commerce, transmitting, 
pursuant to law, the report of a rule entitled 
‘‘Regulations Governing the Taking of Cook 
Inlet, Alaska, Beluga Whales by Alaska Na-
tives’’ (RIN0648–AQ16) received on May 5, 
2004; to the Committee on Commerce, 
Science, and Transportation. 

EC–7411. A communication from the Dep-
uty Assistant Administrator for Regulatory 
Programs, National Marine Fisheries Serv-
ice, Department of Commerce, transmitting, 
pursuant to law, the report of a rule entitled 
‘‘Final Rule to Implement Amendment 13A 
to the Fishery Management Plan for the 
Snapper Grouper Fishery of the South Atlan-
tic Region’’ (RIN0648–AP03) received on May 
5, 2004; to the Committee on Commerce, 
Science, and Transportation. 

EC–7412. A communication from the Acting 
Director, National Marine Fisheries Service, 
Department of Commerce, transmitting, pur-
suant to law, the report of a rule entitled 
‘‘Closure of Directed Fishing for Pacific Cod 
by Catcher Vessels Using Trawl Gear in the 
Bering Sea and Aleutian Islands Manage-
ment Area’’ received on May 5, 2004; to the 
Committee on Commerce, Science, and 
Transportation. 

EC–7413. A communication from the Assist-
ant Secretary for Export Administration, 
Bureau of Industry and Security Administra-
tion, Department of Commerce, transmit-
ting, pursuant to law, the report of a rule en-
titled ‘‘Revision of Export and Reexport Re-
strictions on Libya’’ (RIN0694–AD14) received 
on May 5, 2004; to the Committee on Com-
merce, Science, and Transportation. 

EC–7414. A communication from the Sec-
retary of Energy, transmitting, pursuant to 
law, the Department of Energy’s Annual Re-
port for calendar year 2003 entitled ‘‘Depart-
ment of Energy Activities Relating to the 
Defense Nuclear Facilities Safety Board’’; to 
the Committee on Energy and Natural Re-
sources. 

EC–7415. A communication from the Ad-
ministrator, Energy Information Adminis-
tration, transmitting, pursuant to law, a re-
port relative to the Administration’s Per-
formance Profiles of Major Energy Producers 
2002; to the Committee on Energy and Nat-
ural Resources. 

EC–7416. A communication from the Assist-
ant Secretary, for Fish, Wildlife, and Parks, 
Department of the Interior, transmitting, a 
draft of proposed legislation entitled 
‘‘Castillo de San Marcos National Monument 
Boundary Adjustment Act of 2003’’; to the 
Committee on Energy and Natural Re-
sources. 

EC–7417. A communication from the Dep-
uty Associate Administrator, Environmental 
Protection Agency, transmitting, pursuant 
to law, the report of a rule entitled ‘‘Ap-
proval and Promulgation of Air Quality Im-
plementation Plans; State of South Dakota; 
Revisions to the Administrative Rules of 
South Dakota and New Source Performance 
Standards Delegation’’ (FRL7652–3) received 
on May 5, 2004; to the Committee on Envi-
ronment and Public Works. 

EC–7418. A communication from the Dep-
uty Associate Administrator, Environmental 
Protection Agency, transmitting, pursuant 
to law, the report of a rule entitled ‘‘Ap-
proval and Promulgation of Air Quality Im-
plementation Plans; West Virginia; Sulfur 
Dioxide Attainment Demonstration for the 
City of Weirton Including the Clay and But-
ler Magisterial Districts in Hancock Coun-
ty’’ (FRL7653–8) received on May 5, 2004; to 
the Committee on Environment and Public 
Works. 

EC–7419. A communication from the Dep-
uty Associate Administrator, Environmental 
Protection Agency, transmitting, pursuant 
to law, the report of a rule entitled ‘‘Ap-
proval and Promulgation Plans: Wisconsin: 
Kewaunee County Ozone Maintenance Plan 
Update’’ (FRL7657–6) received on May 5, 2004; 
to the Committee on Environment and Pub-
lic Works. 

EC–7420. A communication from the Dep-
uty Associate Administrator, Environmental 
Protection Agency, transmitting, pursuant 
to law, the report of a rule entitled ‘‘Na-
tional Emission Standards for Hazardous Air 
Pollutants for Chemical Recovery Combus-
tion Sources at Kraft, Soda, Sulfite, and 
Stand-Alone Semichemical Pulp Mills’’ 
(FRL7652–3) received on May 5, 2004; to the 
Committee on Environment and Public 
Works. 

EC–7421. A communication from the Dep-
uty Associate Administrator, Environmental 
Protection Agency, transmitting, pursuant 

to law, the report of a rule entitled ‘‘Motor 
Vehicle and Engine Compliance Program 
Fees for: Light-Duty Vehicles; Light-Duty 
Trucks; Heavy-Duty Vehicles and Engines; 
Nonroad Engines; and Motorcycles’’ 
(FRL7652–3) received on May 5, 2004; to the 
Committee on Environment and Public 
Works. 

EC–7422. A communication from the Acting 
Assistant Administrator for Administration 
and Resources Management, transmitting, 
pursuant to law, a report relative to changes 
to the status of numerous Presidentially-ap-
pointed, Senate-confirmed (PAS) positions 
at the Environmental Protection Agency; to 
the Committee on Environment and Public 
Works. 

EC–7423. A communication from the Acting 
Assistant Administrator, Office of Adminis-
tration and Resources Management, Envi-
ronmental Protection Agency, transmitting, 
pursuant to law, the report of a vacancy for 
the position of Assistant Administrator for 
OECA, Environmental Protection Agency, 
received on May 5, 2004; to the Committee on 
Environment and Public Works. 

EC–7424. A communication from the Acting 
Assistant Administrator, Office of Adminis-
tration and Resources Management, Envi-
ronmental Protection Agency, transmitting, 
pursuant to law, the report of a vacancy for 
the position of Assistant Administrator for 
Administration and Resources Management, 
Environmental Protection Agency, received 
on May 5, 2004; to the Committee on Envi-
ronment and Public Works. 

EC–7425. A communication from the Acting 
Assistant Administrator, Office of Adminis-
tration and Resources Management, Envi-
ronmental Protection Agency, transmitting, 
pursuant to law, the report of a nomination 
for the position of Assistant Administrator 
for General Counsel, Environmental Protec-
tion Agency, received on May 5, 2004; to the 
Committee on Environment and Public 
Works. 

EC–7426. A communication from the Acting 
Assistant Administrator, Office of Adminis-
tration and Resources Management, Envi-
ronmental Protection Agency, transmitting, 
pursuant to law, the report of a nomination 
for the position of Assistant Administrator 
for Water, Environmental Protection Agen-
cy, received on May 5, 2004; to the Com-
mittee on Environment and Public Works. 

EC–7427. A communication from the Acting 
Assistant Administrator, Office of Adminis-
tration and Resources Management, Envi-
ronmental Protection Agency, transmitting, 
pursuant to law, the report of a nomination 
for the position of Chief Financial Officer 
(CFO), Environmental Protection Agency, 
received on May 5, 2004; to the Committee on 
Environment and Public Works. 

EC–7428. A communication from the Acting 
Assistant Administrator, Office of Adminis-
tration and Resources Management, Envi-
ronmental Protection Agency, transmitting, 
pursuant to law, the report of a nomination 
for the position of Deputy Administrator, 
Environmental Protection Agency, received 
on May 5, 2004; to the Committee on Envi-
ronment and Public Works. 

EC–7429. A communication from the Ad-
ministrator, Environmental Protection 
Agency, transmitting, pursuant to law, a re-
port relative to the Agency’s inadvertent 
disbursements from 1974 to 1996 to purchase 
motor vehicles which constitute violations 
of the Antideficiency Act; to the Committee 
on Environment and Public Works. 

EC–7430. A communication from the Ad-
ministrator, General Services Administra-
tion, transmitting, pursuant to law, a report 
relative to the Building Project Survey for 
Orange County, NY; to the Committee on 
Environment and Public Works. 

EC–7431. A communication from the Chair-
man, Nuclear Regulatory Commission, trans-
mitting, pursuant to law, a report entitled 
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‘‘Report to Congress on Abnormal Occur-
rences, Fiscal Year 2003’’; to the Committee 
on Environment and Public Works. 

EC–7432. A communication from the Acting 
Chief, Publications and Regulations Branch, 
Internal Revenue Service, transmitting, pur-
suant to law, the report of a rule entitled 
‘‘At Risk Limitations; Interest Other Than 
That of a Creditor’’ (TD 9124) received on 
May 5, 2004; to the Committee on Finance. 

EC–7433. A communication from the Acting 
Chief, Publications and Regulations Branch, 
Internal Revenue Service, transmitting, pur-
suant to law, the report of a rule entitled 
‘‘Electing Mark to Market for Marketable 
Stock’’ (RIN1545–AY17) received on May 5, 
2004; to the Committee on Finance. 

EC–7434. A communication from the Assist-
ant Legal Adviser for Treaty Affairs, Depart-
ment of State, transmitting, pursuant to 
law, the report of the texts and background 
statements of international agreements, 
other than treaties; to the Committee on 
Foreign Relations. 

EC–7435. A communication from the Assist-
ant Secretary for Legislative Affairs, De-
partment of State, transmitting, pursuant to 
law, a report relative to nuclear non-
proliferation in South Asia; to the Com-
mittee on Foreign Relations. 

EC–7436. A communication from the Assist-
ant Secretary for Legislative Affairs, De-
partment of State, transmitting, pursuant to 
law, the report of a rule entitled ‘‘Amend-
ment to the International Traffic in Arms 
Regulations: Denial Policy in Iraq’’ 
(RIN1400–ZA09) received on May 5, 2004; to 
the Committee on Foreign Relations. 

EC–7437. A communication from the Acting 
Assistant Secretary for Legislative Affairs, 
Department of State, transmitting, pursuant 
to law, a report relative to minority employ-
ment and recruitment at the Department of 
State; to the Committee on Foreign Rela-
tions. 

EC–7438. A communication from the Assist-
ant Secretary for Legislative Affairs, trans-
mitting, pursuant to law, a report relative to 
restrictions on assistance to the former 
Yugoslavia; to the Committee on Foreign 
Relations. 

EC–7439. A communication from the Chair-
man, Occupational Safety and Health Review 
Commission, transmitting, pursuant to law, 
a report relative to competitive sourcing 
statutory reporting; to the Committee on 
Governmental Affairs. 

EC–7440. A communication from the Archi-
vist of the United States, transmitting, pur-
suant to law, a report relative to a proposed 
archival depository for the Presidential 
records and other historical materials of the 
Clinton administration; to the Committee on 
Governmental Affairs. 

EC–7441. A communication from the Sec-
retary of Health and Human Services, trans-
mitting, pursuant to law, a report relative to 
the Medical Device User Fee and Moderniza-
tion Act of 2002; to the Committee on Gov-
ernmental Affairs. 

EC–7442. A communication from the Sec-
retary to the Council of the District of Co-
lumbia, transmitting, Council Resolution 15– 
468 entitled ‘‘Sense of the Council in Support 
of Protection of Civil Liberties Resolution of 
2004’’; to the Committee on Governmental 
Affairs. 

EC–7443. A communication from the Chair-
man, Federal Trade Commission, transmit-
ting, pursuant to law, the Commission’s Re-
port under the Government in Sunshine Act 
for calendar 2002; to the Committee on Gov-
ernmental Affairs. 

EC–7444. A communication from the Audi-
tor of the District of Columbia, transmit-
ting, pursuant to law, a report entitled 
‘‘Audit of Advisory Neighborhood Commis-
sion 3B for Fiscal Years 2000 through 2003, as 

of March 31, 2003’’; to the Committee on Gov-
ernmental Affairs. 

EC–7445. A communication from the Audi-
tor of the District of Columbia, transmit-
ting, pursuant to law, a report entitled 
‘‘Comparative Analysis of Actual Cash Col-
lections to Revised Revenue Estimates 
Through the 4th Quarter of Fiscal Year 
2003’’; to the Committee on Governmental 
Affairs. 

EC–7446. A communication from the Audi-
tor of the District of Columbia, transmit-
ting, pursuant to law, a report entitled ‘‘Fis-
cal Year 2003 Annual Report on Advisory 
Neighborhood Commissions’’; to the Com-
mittee on Governmental Affairs. 

EC–7447. A communication from the Audi-
tor of the District of Columbia, transmit-
ting, pursuant to law, a report entitled ‘‘Cer-
tification of the Sufficiency of the Wash-
ington Convention Center Authority’s Pro-
jected Revenues and Excess Reserve to Meet 
Projected Operating and Debt Service Ex-
penditures and Reserve Requirements for 
Fiscal Year 2004’’; to the Committee on Gov-
ernmental Affairs. 

EC–7448. A communication from the Direc-
tor, Office of Personnel Management, trans-
mitting, pursuant to law, the report of the 
Office of Inspector General for the period of 
April 1, 2003 through September 30, 2003; to 
the Committee on Governmental Affairs. 

EC–7449. A communication from the Dep-
uty Associate Administrator, Office of Ac-
quisition Policy, General Services Adminis-
tration, transmitting, pursuant to law, the 
report of a rule entitled ‘‘Federal Acquisi-
tion Regulation; Federal Acquisition Cir-
cular 2001–23’’ (FAC2001–23) received on May 
6, 2004; to the Committee on Governmental 
Affairs. 

EC–7450. A communication from the Sec-
retary of Education, transmitting, pursuant 
to law, the Department of Education’s Fiscal 
Year 2003 Performance and Accountability 
Report; to the Committee on Governmental 
Affairs. 

f 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu-
tions were introduced, read the first 
and second times by unanimous con-
sent, and referred as indicated: 

By Mr. CONRAD: 
S. 2395. A bill to require the Secretary of 

the Treasury to mint coins in commemora-
tion of the centenary of the bestowal of the 
Nobel Peace Prize on President Theodore 
Roosevelt, and for other purposes; to the 
Committee on Banking, Housing, and Urban 
Affairs. 

By Mr. HATCH (for himself, Mr. 
LEAHY, Mr. CHAMBLISS, Mr. DURBIN, 
Mr. SCHUMER, and Mrs. CLINTON): 

S. 2396. A bill to make improvements in 
the operations and administration of the 
Federal courts, and for other purposes; to 
the Committee on the Judiciary. 

By Mrs. BOXER (for herself and Mrs. 
FEINSTEIN): 

S. 2397. A bill to adjust the boundary of the 
John Muir National Historic Site, and for 
other purposes; to the Committee on Energy 
and Natural Resources. 

By Mr. HATCH (for himself and Mr. 
BENNETT): 

S. 2398. A bill to designate the Federal 
building located at 324 Twenty-Fifth Street 
in Ogden, Utah, as the James V. Hansen Fed-
eral Building; to the Committee on Environ-
ment and Public Works. 

By Mr. FITZGERALD (for himself and 
Mr. KENNEDY): 

S. 2399. A bill to provide for the improve-
ment of physical activity and nutrition and 

the prevention of obesity for all Americans; 
to the Committee on Health, Education, 
Labor, and Pensions. 

f 

SUBMISSION OF CONCURRENT AND 
SENATE RESOLUTIONS 

The following concurrent resolutions 
and Senate resolutions were read, and 
referred (or acted upon), as indicated: 

By Mr. FRIST (for himself, Mr. 
DASCHLE, Mr. AKAKA, Mr. ALEX-
ANDER, Mr. ALLARD, Mr. ALLEN, Mr. 
BAUCUS, Mr. BAYH, Mr. BENNETT, Mr. 
BIDEN, Mr. BINGAMAN, Mr. BOND, Mrs. 
BOXER, Mr. BREAUX, Mr. BROWNBACK, 
Mr. BUNNING, Mr. BURNS, Mr. BYRD, 
Mr. CAMPBELL, Ms. CANTWELL, Mr. 
CARPER, Mr. CHAFEE, Mr. CHAMBLISS, 
Mrs. CLINTON, Mr. COCHRAN, Mr. 
COLEMAN, Ms. COLLINS, Mr. CONRAD, 
Mr. CORNYN, Mr. CORZINE, Mr. CRAIG, 
Mr. CRAPO, Mr. DAYTON, Mr. DEWINE, 
Mr. DODD, Mrs. DOLE, Mr. DOMENICI, 
Mr. DORGAN, Mr. DURBIN, Mr. 
EDWARDS, Mr. ENSIGN, Mr. ENZI, Mr. 
FEINGOLD, Mrs. FEINSTEIN, Mr. FITZ-
GERALD, Mr. GRAHAM of Florida, Mr. 
GRAHAM of South Carolina, Mr. 
GRASSLEY, Mr. GREGG, Mr. HAGEL, 
Mr. HARKIN, Mr. HATCH, Mr. HOL-
LINGS, Mrs. HUTCHISON, Mr. INHOFE, 
Mr. INOUYE, Mr. JEFFORDS, Mr. JOHN-
SON, Mr. KENNEDY, Mr. KERRY, Mr. 
KOHL, Mr. KYL, Ms. LANDRIEU, Mr. 
LAUTENBERG, Mr. LEAHY, Mr. LEVIN, 
Mr. LIEBERMAN, Mrs. LINCOLN, Mr. 
LOTT, Mr. LUGAR, Mr. MCCAIN, Mr. 
MCCONNELL, Ms. MIKULSKI, Mr. MIL-
LER, Ms. MURKOWSKI, Mrs. MURRAY, 
Mr. NELSON of Florida, Mr. NELSON of 
Nebraska, Mr. NICKLES, Mr. PRYOR, 
Mr. REED, Mr. REID, Mr. ROBERTS, 
Mr. ROCKEFELLER, Mr. SANTORUM, 
Mr. SARBANES, Mr. SCHUMER, Mr. 
SESSIONS, Mr. SHELBY, Mr. SMITH, 
Ms. SNOWE, Mr. SPECTER, Ms. STABE-
NOW, Mr. STEVENS, Mr. SUNUNU, Mr. 
TALENT, Mr. THOMAS, Mr. VOINOVICH, 
Mr. WARNER, and Mr. WYDEN): 

S. Res. 356. A resolution condemning the 
abuse of Iraqi prisoners at Abu Ghraib pris-
on, urging a full and complete investigation 
to ensure justice is served, and expressing 
support for all Americans serving nobly in 
Iraq; considered and agreed to. 

By Mr. GRASSLEY: 
S. Con. Res. 105. A concurrent resolution 

designating the second week of March 2005 as 
‘‘Extension Living Well Week’’; to the Com-
mittee on the Judiciary. 

f 

ADDITIONAL COSPONSORS 

S. 491 

At the request of Mr. COCHRAN, the 
name of the Senator from Rhode Island 
(Mr. REED) was added as a cosponsor of 
S. 491, a bill to expand research regard-
ing inflammatory bowel disease, and 
for other purposes. 

At the request of Mr. REID, the name 
of the Senator from Washington (Mrs. 
MURRAY) was added as a cosponsor of 
S. 491, supra. 

S. 545 

At the request of Ms. SNOWE, the 
name of the Senator from West Vir-
ginia (Mr. BYRD) was added as a co-
sponsor of S. 545, a bill to amend title 
I of the Employee Retirement Income 
Security Act of 1974 to improve access 
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and choice for entrepreneurs with 
small businesses with respect to med-
ical care for their employees. 

S. 846 

At the request of Mr. SMITH, the 
name of the Senator from Minnesota 
(Mr. COLEMAN) was added as a cospon-
sor of S. 846, a bill to amend the Inter-
nal Revenue Code of 1986 to allow a de-
duction for premiums on mortgage in-
surance, and for other purposes. 

S. 985 

At the request of Mr. DODD, the name 
of the Senator from Utah (Mr. HATCH) 
was added as a cosponsor of S. 985, a 
bill to amend the Federal Law Enforce-
ment Pay Reform Act of 1990 to adjust 
the percentage differentials payable to 
Federal law enforcement officers in 
certain high-cost areas, and for other 
purposes. 

S. 1103 

At the request of Mr. HARKIN, the 
name of the Senator from Connecticut 
(Mr. LIEBERMAN) was added as a co-
sponsor of S. 1103, a bill to clarify the 
authority of the Secretary of Agri-
culture to prescribe performance stand-
ards for the reduction of pathogens in 
meat, meat products, poultry, and 
poultry products processed by estab-
lishments receiving inspection services 
and to enforce the Hazard Analysis and 
Critical Control Point (HACCP) Sys-
tem requirements, sanitation require-
ments, and the performance standards. 

S. 1359 

At the request of Mrs. BOXER, the 
name of the Senator from New York 
(Mrs. CLINTON) was added as a cospon-
sor of S. 1359, a bill to allow credit 
unions to provide international money 
transfer services and to require disclo-
sures in connection with international 
money transfers from all money trans-
mitting service providers. 

S. 1411 

At the request of Mrs. CLINTON, her 
name was added as a cosponsor of S. 
1411, a bill to establish a National 
Housing Trust Fund in the Treasury of 
the United States to provide for the de-
velopment of decent, safe, and afford-
able housing for low-income families, 
and for other purposes. 

S. 1666 

At the request of Mr. COCHRAN, the 
names of the Senator from New Mexico 
(Mr. BINGAMAN), the Senator from New 
Jersey (Mr. LAUTENBERG), the Senator 
from South Dakota (Mr. DASCHLE) and 
the Senator from Massachusetts (Mr. 
KERRY) were added as cosponsors of S. 
1666, a bill to amend the Public Health 
Service Act to establish comprehensive 
State diabetes control and prevention 
programs, and for other purposes. 

S. 1900 

At the request of Mr. LUGAR, the 
name of the Senator from Arizona (Mr. 
MCCAIN) was added as a cosponsor of S. 
1900, a bill to amend the African 
Growth and Opportunity Act to expand 
certain trade benefits to eligible sub- 
Saharan African countries, and for 
other purposes. 

S. 2157 
At the request of Mr. BAUCUS, the 

name of the Senator from Oregon (Mr. 
SMITH) was added as a cosponsor of S. 
2157, a bill to amend the Trade Act of 
1974 to extend the trade adjustment as-
sistance program to the services sec-
tor, and for other purposes. 

S. 2244 
At the request of Mrs. HUTCHISON, the 

name of the Senator from Wyoming 
(Mr. ENZI) was added as a cosponsor of 
S. 2244, a bill to protect the public’s 
ability to fish for sport, and for other 
purposes. 

S. 2249 
At the request of Mr. LIEBERMAN, the 

names of the Senator from Hawaii (Mr. 
AKAKA) and the Senator from Michigan 
(Mr. LEVIN) were added as cosponsors 
of S. 2249, a bill to amend the Stewart. 
B. McKinney Homeless Assistance Act 
to provide for emergency food and shel-
ter. 

S. 2270 
At the request of Mr. DEWINE, the 

name of the Senator from New Jersey 
(Mr. CORZINE) was added as a cosponsor 
of S. 2270, a bill to amend the Sherman 
Act to make oil-producing and export-
ing cartels illegal. 

S. 2273 
At the request of Mr. MCCAIN, the 

name of the Senator from Connecticut 
(Mr. LIEBERMAN) was added as a co-
sponsor of S. 2273, a bill to provide in-
creased rail transportation security. 

S. 2302 
At the request of Mr. CONRAD, the 

names of the Senator from Mississippi 
(Mr. COCHRAN) and the Senator from 
Massachusetts (Mr. KENNEDY) were 
added as cosponsors of S. 2302, a bill to 
improve access to physicians in medi-
cally underserved areas. 

S. 2310 
At the request of Mrs. FEINSTEIN, the 

name of the Senator from Michigan 
(Mr. LEVIN) was added as a cosponsor of 
S. 2310, a bill to promote the national 
security of the United States by facili-
tating the removal of potential nuclear 
weapons materials from vulnerable 
sites around the world, and for other 
purposes. 

S. 2353 
At the request of Mr. CRAIG, the 

names of the Senator from Oregon (Mr. 
WYDEN) and the Senator from Nevada 
(Mr. ENSIGN) were added as cosponsors 
of S. 2353, a bill to reauthorize and 
amend the National Geologic Mapping 
Act of 1992. 

S. 2363 
At the request of Mr. LEAHY, the 

name of the Senator from Oregon (Mr. 
WYDEN) was added as a cosponsor of S. 
2363, a bill to revise and extend the 
Boys and Girls Clubs of America. 

At the request of Mr. HATCH, the 
names of the Senator from California 
(Mrs. FEINSTEIN), the Senator from Or-
egon (Mr. SMITH) and the Senator from 
Louisiana (Ms. LANDRIEU) were added 
as cosponsors of S. 2363, supra. 

S.J. RES. 36 
At the request of Mrs. FEINSTEIN, the 

names of the Senator from Michigan 

(Ms. STABENOW), the Senator from Con-
necticut (Mr. DODD), the Senator from 
Iowa (Mr. HARKIN) and the Senator 
from Louisiana (Ms. LANDRIEU) were 
added as cosponsors of S.J. Res. 36, a 
joint resolution approving the renewal 
of import restrictions contained in 
Burmese Freedom and Democracy Act 
of 2003. 

S. RES. 170 

At the request of Mr. DODD, the 
names of the Senator from New Jersey 
(Mr. CORZINE) and the Senator from Ne-
braska (Mr. HAGEL) were added as co-
sponsors of S. Res. 170, a resolution 
designating the years 2004 and 2005 as 
‘‘Years of Foreign Language Study.’’ 

S. RES. 349 

At the request of Mr. KENNEDY, the 
name of the Senator from South Da-
kota (Mr. DASCHLE) was added as a co-
sponsor of S. Res. 349, a resolution rec-
ognizing and honoring May 17, 2004, as 
the 50th anniversary of the Supreme 
Court decision in Brown v. Board of 
Education of Topeka. 

f 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. CONRAD: 
S. 2395. A bill to require the Sec-

retary of the Treasury to mint coins in 
commemoration of the centenary of 
the bestowal of the Nobel Peace Prize 
on President Theodore Roosevelt, and 
for other purposes; to the Committee 
on Banking, Housing, and Urban Af-
fairs. 

Mr. CONRAD. Mr. President, I am 
pleased to introduce today the Theo-
dore Roosevelt Commemorative Coin 
Act, which would commemorate the 
centenary of the bestowal of the Nobel 
Peace Prize on President Theodore 
Roosevelt. This bill authorizes the Sec-
retary of the Treasury to mint and 
issue coins bearing the likeness of 
Theodore Roosevelt. The sales of these 
coins would support programs to edu-
cate the public about the impressive 
achievements of our 26th President. 

As those of my colleagues who have 
studied Roosevelt’s life are aware, my 
state has a special connection with 
Theodore Roosevelt. Roosevelt liked to 
say that the years he spent in the Bad-
lands of North Dakota were the best of 
his life. He even attributed his success 
as President to his experiences as a 
hunter and rancher in western North 
Dakota. It is with great pride, then, 
that I introduce the Theodore Roo-
sevelt Commemorative Coin Act, which 
honors President Roosevelt’s foreign 
policy achievements and commitment 
to conservation in this country. In par-
ticular, the bill highlights his success 
in drawing up the 1905 peace treaty 
ending the Russo-Japanese War. This 
accomplishment earned him the 1906 
Nobel Peace Prize—making him the 
first citizen of the United States to re-
ceive the Peace Prize. Moreover, the 
bill pays tribute to his enduring re-
spect for our Nation’s wildlife and nat-
ural resources. Over his tenure as 
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President, Roosevelt established 51 bird 
reserves, 4 game preserves, 150 national 
forests, 5 national parks, and 18 na-
tional monuments, totaling nearly 230 
million acres of land placed under pub-
lic protection. 

It is fitting, therefore, that the pro-
ceeds from the surcharge associated 
with the coin be used for educational 
programs at two very important sites 
in the life of Theodore Roosevelt—his 
home in New York, Sagamore Hill Na-
tional Historic Site, and the national 
park that bears his name and honors 
his conservation efforts, Theodore Roo-
sevelt National Park, located in 
Medora, ND. These two sites played a 
significant role in the development of 
Teddy Roosevelt’s policies and offered 
him refuge away from the stress associ-
ated with public life. 

In addition, the bill would provide 
funds for the maintenance and acquisi-
tion of the largest collection of Roo-
sevelt’s unofficial papers, which is 
housed in the Harvard Library. The 
Theodore Roosevelt Collection is sec-
ond only to the Library of Congress’s 
collection of Roosevelt’s presidential 
papers, and the funds raised by this bill 
would aid in the Collection’s goal of 
purchasing additional Roosevelt mate-
rials, which will be preserved and ex-
hibited throughout history. 

As a North Dakotan and an Amer-
ican, it is my hope that this bill will 
renew interest in the life of Theodore 
Roosevelt. Roosevelt’s courage, patri-
otism, optimism, and spirit reflect 
what is best about our country, and he 
is remembered not only as a great 
statesman, but also a friend to the en-
vironment. I encourage my colleagues 
to support this important legislation 
to honor Theodore Roosevelt’s con-
tributions to U.S. foreign and domestic 
policy and build upon his efforts to pro-
mote respect for our nation’s lands. 

By Mr. HATCH (for himself, Mr. 
LEAHY, Mr. CHAMBLISS, Mr. 
DURBIN, Mr. SCHUMER, and Mrs. 
CLINTON): 

S. 2396. A bill to make improvements 
in the operations and administration of 
the Federal courts, and for other pur-
poses; to the Committee on the Judici-
ary. 

Mr. HATCH. Mr. President, from 
time to time the Judicial Conference 
and the Administrative Office of the 
U.S. Courts recommend legislative pro-
posals to improve the efficiency and 
enhance the operations of the Federal 
courts. I believe that, out of comity to 
the judicial branch, the Senate should 
have the judiciary’s specific proposals 
on record so that we can give those 
suggestions proper consideration. 

Today, joined by Senators LEAHY, 
CHAMBLISS, CLINTON, DURBIN, and SCHU-
MER, I am introducing the Federal 
Courts Improvement Act of 2004. This 
bill contains both technical and sub-
stantive changes in the law. These rec-
ommendations made by the judicial 
branch will improve the judicial proc-
ess and enhance judiciary personnel ad-

ministration, benefits, and protections. 
Some proposals have been carried over 
from previous Congresses, but the leg-
islation also contains some new pro-
posals which the Federal judiciary be-
lieves will improve its operation. I ap-
preciate the support of my cosponsors, 
and encourage the entire Senate to 
support this legislation. 

Many provisions contained in this 
bill streamline the operation of the 
Federal court system or otherwise fa-
cilitate judicial operations. The bill 
authorizes some realignments in the 
composition or the place of holding 
court of specified district courts. For 
example, section 120 would grant emer-
gency authority for circuit, district 
and bankruptcy courts, as well as mag-
istrate judges, to conduct court pro-
ceedings outside the territorial juris-
diction of the court. The need for this 
legislation has become apparent fol-
lowing the terrorist attacks of Sep-
tember 11, 2001, and the impact of that 
disaster on court operations, in par-
ticular in New York City. In emer-
gency conditions, a Federal court facil-
ity in an adjoining district (or circuit) 
might be more readily and safely avail-
able to court personnel, litigants, ju-
rors and the public than a facility at a 
place of holding court within the dis-
trict. This is particularly true in major 
metropolitan areas such as New York, 
Washington, DC, Dallas and Kansas 
City, where the metropolitan area in-
cludes parts of more than one judicial 
district. 

Other sections of the bill contain pro-
visions that would improve resource 
management within the judiciary. The 
bill would improve the procedures for 
recouping technology costs and also 
would broaden the courts’ investment 
options and offer an improved proce-
dure for investing court registry funds 
in Treasury securities. Other provi-
sions increase the approval thresholds 
for payment vouchers or expand the 
delegation authority of respect to ap-
proving vouchers. These improvements 
will reduce the amount of time judges 
must devote to non-judicial matters. 

Provisions in this bill also clarify ex-
isting law to better fulfill Congress’s 
original intent or to make technical 
corrections. For example, sections 113 
and 114 clarify diversity jurisdiction 
rules as applied to resident aliens and 
foreign corporations. Section 117 re-
peals references to obsolete sections of 
the U.S. Code. 

In addition, the Federal Courts Im-
provement Act of 2004 also contains 
provisions designed to improve per-
sonnel administration, benefits and 
protections for employees working for 
the Federal judiciary. These provi-
sions, in some cases, bring the Federal 
judicial system in line with the execu-
tive branch and other governmental 
bodies. Other provisions are designed 
to improve the ability of the judiciary 
to recruit and retain personnel. 

Several sections improve the judicial 
system in other ways. The bill offers 
protection of certain information con-

tained in bankruptcy case files, such as 
Social Security account numbers, from 
public disclosure. The proposed legisla-
tion provides protection against mali-
cious recording of fictitious liens 
against Federal judges. The bill pro-
vides for improving the process for de-
termining Federal court security re-
quirements. 

I ask unanimous consent that the 
text of the legislation, along with a 
section-by-section analysis of the bill, 
be printed in the RECORD. 

There being no objection, the bill and 
additional material were ordered to be 
printed in the RECORD, as follows: 

S. 2396 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE AND TABLE OF CON-

TENTS. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Federal Courts Improvement Act of 
2004’’. 

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows: 
Sec. 1. Short title and table of contents. 

TITLE I—JUDICIAL PROCESS 
IMPROVEMENTS 

Sec. 101. Authority of bankruptcy adminis-
trators to appoint trustees and 
to serve as trustees in bank-
ruptcy cases in the States of 
Alabama and North Carolina. 

Sec. 102. Venue in bankruptcy cases. 
Sec. 103. Place of holding court in Tex-

arkana, Texas, and Texarkana, 
Arkansas. 

Sec. 104. Change in composition of divisions 
of western district of Texas. 

Sec. 105. Change of composition of divisions 
of western district of Ten-
nessee. 

Sec. 106. Place of holding court in the north-
ern district of New York. 

Sec. 107. Juror fees. 
Sec. 108. Supplemental attendance fee for 

petit jurors serving on lengthy 
trials. 

Sec. 109. Authority of district courts as to a 
jury summons. 

Sec. 110. Automatic excuse upon request 
from jury service for members 
of the Armed Services, mem-
bers of fire and police depart-
ments, and public officers. 

Sec. 111. Elimination of the public drawing 
requirements for juror wheels. 

Sec. 112. Conditions of probation and super-
vised release. 

Sec. 113. Clarifying the scope of diversity of 
citizenship for resident aliens. 

Sec. 114. Clarifying the scope of diversity of 
citizenship for corporations 
with foreign contacts. 

Sec. 115. Reporting of wiretap orders. 
Sec. 116. Magistrate judge participation at 

circuit conferences. 
Sec. 117. Repeal of Obsolete Speedy Trial 

Act cross references to the Nar-
cotic Addict Rehabilitation 
Act. 

Sec. 118. Taxing of court technology costs. 
Sec. 119. Investment of court registry funds. 
Sec. 120. Emergency authority to conduct 

court proceedings outside the 
territorial jurisdiction of the 
court. 

Sec. 121. Restriction of public access to cer-
tain information contained in 
bankruptcy case files. 

Sec. 122. Security of social security account 
number of debtor in notice 
debtor provides to creditor. 
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TITLE II—JUDICIAL PERSONNEL ADMIN-

ISTRATION, BENEFITS, AND PROTEC-
TIONS 

Sec. 201. Disability retirement and cost-of- 
living adjustments of annuities 
for territorial judges. 

Sec. 202. Federal Judicial Center personnel 
matters. 

Sec. 203. Annual leave limit for judicial 
branch executives. 

Sec. 204. Supplemental benefits program. 
Sec. 205. Student loan forgiveness for Fed-

eral defenders. 
Sec. 206. Law clerk loan deferment. 
Sec. 207. Inclusion of judicial branch per-

sonnel in organ donor leave 
program. 

Sec. 208. Transportation and subsistence for 
Criminal Justice Act defend-
ants. 

Sec. 209. Maximum amounts of compensa-
tion for attorneys. 

Sec. 210. Maximum amounts of compensa-
tion for services other than 
counsel. 

Sec. 211. Excess compensation delegation 
authority. 

Sec. 212. Protection against malicious re-
cording of fictitious liens 
against Federal judges. 

Sec. 213. Appointing authority for circuit li-
brarians. 

Sec. 214. Judicial branch security require-
ments. 

Sec. 215. Bankruptcy, magistrate, and terri-
torial judges life insurance. 

Sec. 216. Health insurance for surviving fam-
ily and spouses of judges. 

TITLE I—JUDICIAL PROCESS 
IMPROVEMENTS 

SEC. 101. AUTHORITY OF BANKRUPTCY ADMINIS-
TRATORS TO APPOINT TRUSTEES 
AND TO SERVE AS TRUSTEES IN 
BANKRUPTCY CASES IN THE STATES 
OF ALABAMA AND NORTH CARO-
LINA. 

Until the amendments made by subtitle A 
of title II of the Bankruptcy Judges, United 
States Trustees, and Family Farmer Bank-
ruptcy Act of 1986 (28 U.S.C. 581 note; Public 
Law 99–554; 100 Stat. 3088) become effective in 
and with respect to a judicial district in the 
State of Alabama, or in and with respect to 
a judicial district in the State of North Caro-
lina— 

(1) a reference in sections 303(g), 701(a), 
703(b), 703(c), 1102(a), 1104(d), 1163, 1202, and 
1302 of title 11, United States Code, to the 
United States trustee shall be deemed to be 
a reference to the bankruptcy administrator 
appointed and serving in such district under 
the authority of section 302(d)(3)(I) of such 
Act; 

(2) a reference in sections 1202(a) and 
1302(a) of title 11, United States Code, to sec-
tion 586(b) of title 28, United States Code, 
shall be deemed to be a reference to such sec-
tion as modified in operation by the other 
provisions of this section; 

(3) a reference in sections 701(a)(1) and 
703(c) of title 11, United States Code, to a 
panel of private trustees established under 
section 586(a)(1) of title 28, United States 
Code, shall be deemed to be a reference to 
the panel of private trustees established in 
such district under the authority of section 
302(d)(3)(I)(i) of such Act; and 

(4) a reference in subsections (b), (d), and 
(e) of section 586 of title 28, United States 
Code— 

(A) to the Attorney General shall be 
deemed to be a reference to the Director of 
the Administrative Office of the United 
States Courts; 

(B) to the United States trustee for the re-
gion shall be deemed to be a reference to the 
bankruptcy administrator appointed for such 
district; 

(C) to a standing trustee shall be deemed 
to be a reference to a standing trustee ap-
pointed by the bankruptcy administrator; 

(D) to the designation of 1 or more assist-
ant United States trustees shall be dis-
regarded; and 

(E) to the deposit in the United States 
Trustee System Fund shall be deemed to be 
a reference to the payment to the clerk of 
the court for deposit in the Treasury; 

for purposes of cases pending under title 11, 
United States Code, in such district. 
SEC. 102. VENUE IN BANKRUPTCY CASES. 

Section 1412 of title 28, United States Code, 
is amended by inserting ‘‘, on its own motion 
or on timely motion of a party in interest,’’ 
after ‘‘A district court’’. 
SEC. 103. PLACE OF HOLDING COURT IN TEX-

ARKANA, TEXAS, AND TEXARKANA, 
ARKANSAS. 

Sections 83(b)(1) and 124(c)(5) of title 28, 
United States Code, are each amended by in-
serting after ‘‘held at Texarkana’’ the fol-
lowing: ‘‘, and may be held anywhere within 
the Federal courthouse in Texarkana that is 
located astride the State line between Texas 
and Arkansas’’. 
SEC. 104. CHANGE IN COMPOSITION OF DIVI-

SIONS OF WESTERN DISTRICT OF 
TEXAS. 

(a) IN GENERAL.—Section 124(d) of title 28, 
United States Code, is amended— 

(1) in paragraph (3), by striking ‘‘county of 
El Paso’’ and inserting ‘‘counties of El Paso 
and Hudspeth’’; and 

(2) in paragraph (6), by striking 
‘‘Hudspeth,’’. 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—This section and the 

amendments made by this section shall take 
effect on the date of enactment of this Act. 

(2) PENDING CASES NOT AFFECTED.—This 
section and the amendments made by this 
section shall not affect any action com-
menced before the effective date of this sec-
tion and pending in the United States Dis-
trict Court for the Western District of Texas 
on such date. 

(3) JURIES NOT AFFECTED.—This section and 
the amendments made by this section shall 
not affect the composition, or preclude the 
service, of any grand or petit jury sum-
moned, impaneled, or actually serving in the 
Western Judicial District of Texas on the ef-
fective date of this section. 
SEC. 105. CHANGE OF COMPOSITION OF DIVI-

SIONS OF WESTERN DISTRICT OF 
TENNESSEE. 

(a) IN GENERAL.—Section 123(c) of title 28, 
United States Code, is amended— 

(1) in paragraph (1)— 
(A) by inserting ‘‘Dyer,’’ after ‘‘Decatur,’’; 

and 
(B) in the last sentence by inserting ‘‘and 

Dyersburg’’ after ‘‘Jackson’’; and 
(2) in paragraph (2)— 
(A) by striking ‘‘Dyer,’’; and 
(B) in the second sentence, by striking 

‘‘and Dyersburg’’. 
(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—This section and the 

amendments made by this section shall take 
effect on the date of enactment of this Act. 

(2) PENDING CASES NOT AFFECTED.—This 
section and the amendments made by this 
section shall not affect any action com-
menced before the effective date of this sec-
tion and pending in the United States Dis-
trict Court for the Western District of Ten-
nessee on such date. 

(3) JURIES NOT AFFECTED.—This section and 
the amendments made by this section shall 
not affect the composition, or preclude the 
service, of any grand or petit jury sum-
moned, impaneled, or actually serving in the 
Western Judicial District of Tennessee on 
the effective date of this section. 

SEC. 106. PLACE OF HOLDING COURT IN THE 
NORTHERN DISTRICT OF NEW YORK. 

Section 112(a) of title 28, United States 
Code, is amended by striking ‘‘and Water-
town’’ and inserting ‘‘Watertown, and 
Plattsburgh’’. 
SEC. 107. JUROR FEES. 

(a) IN GENERAL.—Section 1871(b)(1) of title 
28, United States Code, is amended by strik-
ing ‘‘$40’’ and inserting ‘‘$50’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on Oc-
tober 1, 2004. 
SEC. 108. SUPPLEMENTAL ATTENDANCE FEE FOR 

PETIT JURORS SERVING ON 
LENGTHY TRIALS. 

(a) IN GENERAL.—Section 1871(b)(2) of title 
28, United States Code, is amended by strik-
ing ‘‘thirty’’ in each place it occurs, and in-
serting ‘‘5’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on Oc-
tober 1, 2004. 
SEC. 109. AUTHORITY OF DISTRICT COURTS AS 

TO A JURY SUMMONS. 
Section 1866(g) of title 28, United States 

Code, is amended in the first sentence— 
(1) by striking ‘‘shall’’ and inserting 

‘‘may’’; and 
(2) by striking ‘‘his’’. 

SEC. 110. AUTOMATIC EXCUSE UPON REQUEST 
FROM JURY SERVICE FOR MEMBERS 
OF THE ARMED SERVICES, MEM-
BERS OF FIRE AND POLICE DEPART-
MENTS, AND PUBLIC OFFICERS. 

(a) REMOVAL OF EXEMPTION.—Section 
1863(b) of title 28, United States Code, is 
amended by— 

(1) striking paragraph (6); and 
(2) redesignating paragraphs (7) and (8) as 

paragraphs (6) and (7), respectively. 
(b) PERMANENT EXCUSE.—Section 1863(b)(5) 

of title 28, United States Code, is amended by 
striking subparagraph (B) and inserting the 
following: 

‘‘(B) specify that the following persons, 
upon individual request, shall be excused 
from jury service: 

‘‘(i) Members in active service in the 
Armed Forces of the United States. 

‘‘(ii) Members of the fire or police depart-
ments of any State, the District of Colum-
bia, any territory or possession of the United 
States, or any subdivision of a State, the 
District of Columbia, or such territory or 
possession. 

‘‘(iii) Public officers in the executive, legis-
lative, or judicial branches of the Govern-
ment of the United States, or of any State, 
the District of Columbia, any territory or 
possession of the United States, or any sub-
division of a State, the District of Columbia, 
or such territory or possession, who are ac-
tively engaged in the performance of official 
duties. 

‘‘(iv)(I) Volunteer safety personnel. 
‘‘(II) In this clause, the term ‘volunteer 

safety personnel’ means individuals serving a 
public agency (as defined in section 1203(6) of 
title I of the Omnibus Crime Control and 
Safe Streets Act of 1968) in an official capac-
ity, without compensation, as firefighters or 
members of a rescue squad or ambulance 
crew.’’. 

(c) TECHNICAL AND CONFORMING AMEND-
MENTS.— 

(1) Section 1865(a) of title 28, United States 
Code, is amended in the first sentence by 
striking ‘‘or exempt,’’. 

(2) Section 1866 of title 28, United States 
Code, is amended— 

(A) in subsection (a), in the first sentence 
by striking ‘‘exempt or’’; 

(B) in subsection (c), in the first sentence— 
(i) by striking ‘‘or (6)’’; and 
(ii) by striking ‘‘excused, or exempt’’ and 

inserting ‘‘or excused’’; and 
(C) in subsection (d), by striking ‘‘ex-

empt,’’. 
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(3) Section 1869(h) of title 28, United States 

Code, is amended in the first sentence by 
striking ‘‘or exempted’’. 
SEC. 111. ELIMINATION OF THE PUBLIC DRAWING 

REQUIREMENTS FOR JUROR 
WHEELS. 

(a) DRAWING OF NAMES FROM JURY 
WHEEL.—Section 1864(a) of title 28, United 
States Code, is amended— 

(1) in the first sentence, by striking the 
term ‘‘publicly’’; and 

(2) by inserting after the first sentence 
‘‘The clerk or jury commission shall post a 
general notice for public review in the 
clerk’s office explaining the process by 
which names are periodically and randomly 
drawn.’’. 

(b) SELECTION AND SUMMONING OF JURY 
PANELS.—Section 1866(a) of title 28, United 
States Code, is amended— 

(1) in the second sentence by striking the 
term ‘‘publicly’’; and 

(2) by inserting after the second sentence 
‘‘The clerk or jury commission shall post a 
general notice for public review in the 
clerk’s office explaining the process by 
which names are periodically and randomly 
drawn.’’. 

(c) TECHNICAL AND CONFORMING AMEND-
MENTS.—Section 1869 of title 28, United 
States Code, is amended— 

(1) by striking subsection (k); and 
(2) by redesignating subsection (l) as sub-

section (k). 
SEC. 112. CONDITIONS OF PROBATION AND SU-

PERVISED RELEASE. 
(a) CONDITIONS OF PROBATION.—Section 

3563(a)(2) of title 18, United States Code, is 
amended by striking ‘‘(b)(2), (b)(3), or 
(b)(13),’’ and inserting ‘‘(b)(2) or (b)(12), un-
less the court has imposed a fine under this 
chapter, or’’. 

(b) SUPERVISED RELEASE AFTER IMPRISON-
MENT.—Section 3583(d) of title 18, United 
States Code, is amended by striking ‘‘section 
3563(b)(1)’’ and all that follows through ‘‘ap-
propriate.’’ and inserting ‘‘section 3563(b) 
and any other condition it considers to be 
appropriate, except that a condition set 
forth in section 3563(b)(10) shall be imposed 
only for a violation of a condition of super-
vised release in accordance with subsection 
(e)(2) and only when facilities are avail-
able.’’. 

(c) TECHNICAL AND CONFORMING AMEND-
MENT.—Section 3563(b)(10) of title 18, United 
States Code, is amended by inserting ‘‘or su-
pervised release’’ after ‘‘probation’’. 
SEC. 113. CLARIFYING THE SCOPE OF DIVERSITY 

OF CITIZENSHIP FOR RESIDENT 
ALIENS. 

(a) IN GENERAL.—Section 1332(a) of title 28, 
United States Code, is amended by striking 
the last sentence and inserting the following: 
‘‘The district courts shall not have original 
jurisdiction under paragraph (2) or (3) where 
the matter in controversy is between a cit-
izen of a State and a citizen or subject of a 
foreign state admitted to the United States 
for permanent residence and domiciled in the 
same State.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on the 
date of enactment of this Act and apply only 
to actions filed on or after such date. 
SEC. 114. CLARIFYING THE SCOPE OF DIVERSITY 

OF CITIZENSHIP FOR CORPORA-
TIONS WITH FOREIGN CONTACTS. 

(a) IN GENERAL.—Section 1332(c) of title 28, 
United States Code, is amended by striking 
paragraph (1) and inserting the following: 

‘‘(1) a corporation shall be deemed a citizen 
of every State and foreign state by which it 
has been incorporated and of the State or 
foreign state where it has its principal place 
of business; and’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on the 

date of enactment of this Act and apply only 
to actions filed on or after such date. 
SEC. 115. REPORTING OF WIRETAP ORDERS. 

Paragraph (1) of section 2519 of title 18, 
United States Code, is amended by striking 
all that precedes ‘‘(a)’’ and inserting the fol-
lowing: 

‘‘(1) In January of each year, any judge 
who has issued an order (or extension there-
of) under section 2518 which expired during 
the preceding year or who has denied ap-
proval of an interception during that year, 
shall report to the Administrative Office of 
the United States Courts—’’. 
SEC. 116. MAGISTRATE JUDGE PARTICIPATION 

AT CIRCUIT CONFERENCES. 
Section 333 of title 28, United States Code, 

is amended in the first sentence by inserting 
‘‘magistrate,’’ after ‘‘district,’’. 
SEC. 117. REPEAL OF OBSOLETE SPEEDY TRIAL 

ACT CROSS REFERENCES TO THE 
NARCOTIC ADDICT REHABILITATION 
ACT. 

Section 3161(h) of title 18, United States 
Code, is amended— 

(1) in paragraph (1)— 
(A) by striking subparagraphs (B) and (C); 

and 
(B) by redesignating subparagraphs (D) 

through (J) as subparagraphs (B) through 
(H), respectively; 

(2) by striking paragraph (5); and 
(3) by redesignating paragraphs (6) through 

(9) as paragraphs (5) through (8), respec-
tively. 
SEC. 118. TAXING OF COURT TECHNOLOGY 

COSTS. 
Section 1920 of title 28, United States Code, 

is amended— 
(1) in paragraph (2) by striking ‘‘of the 

court reporter for all or any part of the sten-
ographic transcript’’ and inserting ‘‘for 
printed or electronically recorded tran-
scripts;’’; and 

(2) in paragraph (4) by striking ‘‘copies of 
papers’’ and inserting ‘‘the costs of making 
copies of any materials where the copies 
are.’’. 
SEC. 119. INVESTMENT OF COURT REGISTRY 

FUNDS. 
(a) IN GENERAL.—Chapter 129 of title 28, 

United States Code, is amended by inserting 
after section 2044 the following: 
‘‘§ 2045. Investment of court registry funds 

‘‘(a) The Director of the Administrative Of-
fice of the United States Courts, or the Di-
rector’s designee under subsection (b), may 
request the Secretary of the Treasury to in-
vest funds received under section 2041 in pub-
lic debt securities with maturities suitable 
to the needs of the funds, as determined by 
the Director or the Director’s designee, and 
bearing interest at a rate determined by the 
Secretary of the Treasury, taking into con-
sideration current market yields on out-
standing marketable obligations of the 
United States of comparable maturity. 

‘‘(b) The Director may designate the clerk 
of a court described in section 610 to exercise 
the authority conferred by subsection (a).’’. 

(b) TECHNICAL AND CONFORMING AMEND-
MENTS.—The table of sections for chapter 129 
of title 28, United States Code, is amended by 
adding after the item relating to section 2044 
the following: 
‘‘2045. Investment of court registry funds.’’. 
SEC. 120. EMERGENCY AUTHORITY TO CONDUCT 

COURT PROCEEDINGS OUTSIDE THE 
TERRITORIAL JURISDICTION OF 
THE COURT. 

(a) CIRCUIT COURTS.—Section 48 of title 28, 
United States Code, is amended by adding at 
the end the following: 

‘‘(e) Each court of appeals may hold special 
sessions at any place outside the circuit as 
the nature of the business may require and 
upon such notice as the court orders, upon a 

finding by either the chief judge of the court 
of appeals (or, if the chief judge is unavail-
able, the most senior available active judge 
of the court of appeals) or the judicial coun-
cil of the circuit that, because of emergency 
conditions, no location within the circuit is 
reasonably available where such special ses-
sions could he held. The court may transact 
any business at a special session outside the 
circuit which it might transact at a regular 
session.’’. 

(b) DISTRICT COURTS.—Section 141 of title 
28, United States Code, is amended— 

(1) by inserting ‘‘(a)’’ before ‘‘special ses-
sions’’; and 

(2) by adding at the end the following: 

‘‘(b) Special sessions of the district court 
may be held at such places outside the dis-
trict as the nature of the business may re-
quire and upon such notice as the court or-
ders, upon a finding by either the chief judge 
of the district court (or, if the chief judge is 
unavailable, the most senior available active 
judge of the district court) or the judicial 
council of the circuit that, because of emer-
gency conditions, no location within the dis-
trict is reasonably available where such spe-
cial sessions could be held. Any business may 
be transacted at a special session outside the 
district which might be transacted at a reg-
ular session. The district court may summon 
jurors from within the district to serve in 
any case in which special sessions are con-
ducted outside the district under this sec-
tion.’’. 

(c) BANKRUPTCY COURTS.—Section 152(c) of 
title 28, United States Code, is amended— 

(1) by inserting ‘‘(1)’’ after ‘‘(c)’’; and 
(2) by adding at the end the following: 

‘‘(2) Bankruptcy judges may hold court at 
such places outside the judicial district as 
the nature of the business of the court may 
require, and upon such notice as the court 
orders, upon a finding by either the chief 
judge of the bankruptcy court (or, if the 
chief judge is unavailable, the most senior 
available bankruptcy judge) or by the judi-
cial council of the circuit that, because of 
emergency conditions, no location within 
the district is reasonably available where the 
bankruptcy judges could hold court. Bank-
ruptcy judges may transact any business at 
special sessions of court held outside the dis-
trict that might be transacted at a regular 
session.’’. 

(d) UNITED STATES MAGISTRATE JUDGES.— 
Section 636 of title 28, United States Code, is 
amended in subsection (a) by striking ‘‘terri-
torial jurisdiction prescribed by his appoint-
ment’’ and inserting ‘‘district in which ses-
sions are held by the court that appointed 
the magistrate judge, at other places where 
that court may function, and elsewhere as 
authorized by law’’. 

SEC. 121. RESTRICTION OF PUBLIC ACCESS TO 
CERTAIN INFORMATION CONTAINED 
IN BANKRUPTCY CASE FILES. 

Section 107 of title 11, United States Code, 
is amended by striking subsection (b) and in-
serting the following: 

‘‘(b) On request of a party in interest, the 
bankruptcy court shall, and on the bank-
ruptcy court’s own motion, the bankruptcy 
court may, protect an entity with respect to 
a trade secret or confidential research, de-
velopment, or commercial information. 

‘‘(c) The bankruptcy court for cause may 
protect a person with respect to the fol-
lowing contained in a paper filed, or to be 
filed, in a case under this title: 

‘‘(1) Any ‘means of identification’ as de-
fined under section 1028(d)(4) of title 18. 

‘‘(2) Information that could cause undue 
annoyance, embarrassment, oppression, or 
risk of injury to person or property.’’. 
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SEC. 122. SECURITY OF SOCIAL SECURITY AC-

COUNT NUMBER OF DEBTOR IN NO-
TICE DEBTOR PROVIDES TO CRED-
ITOR. 

Section 342(c) of title 11, United States 
Code, is amended by inserting ‘‘last 4 digits 
of the’’ before ‘‘taxpayer identification num-
ber’’. 
TITLE II—JUDICIAL PERSONNEL ADMINIS-

TRATION, BENEFITS, AND PROTECTIONS 
SEC. 201. DISABILITY RETIREMENT AND COST-OF- 

LIVING ADJUSTMENTS OF ANNU-
ITIES FOR TERRITORIAL JUDGES. 

Section 373 of title 28, United States Code, 
is amended— 

(1) in subsection (c) by striking paragraph 
(4) and inserting the following: 

‘‘(4) Any senior judge performing judicial 
duties pursuant to recall under paragraph (2) 
of this subsection shall be paid, while per-
forming such duties, the same compensation 
(in lieu of the annuity payable under this 
section) and the same allowances for travel 
and other expenses as a judge on active duty 
with the court being served.’’; 

(2) by striking subsection (e) and inserting 
the following: 

‘‘(e)(1) Any judge of the District Court of 
Guam, the District Court of the Northern 
Mariana Islands, or the District Court of the 
Virgin Islands who is not reappointed (as 
judge of such court) shall be entitled, upon 
attaining the age of 65 years or upon relin-
quishing office if the judge is then beyond 
the age of 65 years— 

‘‘(A) if the judicial service of such judge, 
continuous or otherwise, aggregates 15 years 
or more, to receive during the remainder of 
such judge’s life an annuity equal to the sal-
ary received when the judge left office; or 

‘‘(B) if such judicial service, continuous or 
otherwise, aggregated less than 15 years, to 
receive during the remainder of such judge’s 
life an annuity equal to that proportion of 
such salary which the aggregate number of 
such judge’s years of service bears to 15. 

‘‘(2) Any judge of the District Court of 
Guam, the District Court of the Northern 
Mariana Islands, or the District Court of the 
Virgin Islands who has served at least 5 
years, continuously or otherwise, and who 
retires or is removed upon the sole ground of 
mental or physical disability, shall be enti-
tled to receive during the remainder of such 
judge’s life an annuity equal to 40 percent of 
the salary received when the judge left office 
or, in the case of a judge who has served at 
least 10 years, continuously or otherwise, an 
annuity equal to that proportion of such sal-
ary which the aggregate number of such 
judge’s years of judicial service bears to 15.’’; 
and 

(3) by striking subsection (g) and inserting 
the following: 

‘‘(g) Any retired judge who is entitled to 
receive an annuity under this section shall 
be entitled to a cost-of-living adjustment in 
the amount computed as specified in section 
8340(b) of title 5, except that in no case may 
the annuity payable to such retired judge, as 
increased under this subsection, exceed the 
salary of a judge in regular active service 
with the court on which the retired judge 
served before retiring.’’. 
SEC. 202. FEDERAL JUDICIAL CENTER PER-

SONNEL MATTERS. 
Section 625 of title 28, United States Code, 

is amended— 
(1) in subsection (b)— 
(A) by striking ‘‘, United States Code, gov-

erning’’ and inserting ‘‘governing’’; 
(B) by striking ‘‘pay rates, section 5316, 

title 5, United States Code’’ and inserting 
‘‘under section 5316 of title 5, except that the 
Director may fix the compensation of 4 posi-
tions of the Center at a level not to exceed 
the annual rate of pay in effect for level IV 
of the Executive Schedule under section 5315 
of title 5’’; and 

(C) by striking ‘‘the Civil Service’’ and all 
that follows through ‘‘Code’’ and inserting 
‘‘subchapter III of chapter 83 of title 5 shall 
be adjusted under section 8344 of such title, 
and the salary of a reemployed annuitant 
under chapter 84 of title 5 shall be adjusted 
under section 8468 of such title’’; 

(2) in subsection (c), by striking ‘‘, United 
States Code,’’; and 

(3) in subsection (d)— 
(A) by striking ‘‘United States Code,’’; and 
(B) by striking ‘‘, section 5332, title 5, 

United States Code’’ and inserting ‘‘under 
section 5332 of title 5’’. 
SEC. 203. ANNUAL LEAVE LIMIT FOR JUDICIAL 

BRANCH EXECUTIVES. 
Section 6304(f)(1) of title 5, United States 

Code, is amended— 
(1) in subparagraph (D), by striking ‘‘or’’; 
(2) in subparagraph (E) by striking the pe-

riod and inserting ‘‘; or’’; and 
(3) by adding at the end the following: 
‘‘(F) the judicial branch designated as a 

court unit executive position by the Judicial 
Conference of the United States or des-
ignated as an executive position in the Fed-
eral Judicial Center by the Board of the Fed-
eral Judicial Center.’’. 
SEC. 204. SUPPLEMENTAL BENEFITS PROGRAM. 

Section 604(a) of title 28, United States 
Code, is amended— 

(1) by redesignating paragraphs (6) through 
(24) as paragraphs (7) through (25), respec-
tively; and 

(2) by inserting after paragraph (5) the fol-
lowing: 

‘‘(6) In the Director’s discretion, establish 
a program of benefits, in addition to those 
otherwise provided by law, for officers and 
employees of the judicial branch, including 
justices and judges of the United States;’’. 
SEC. 205. STUDENT LOAN FORGIVENESS FOR 

FEDERAL DEFENDERS. 
Section 465(a)(2)(F) of the Higher Edu-

cation Act of 1965 (20 U.S.C. 1087ee(a)(2)(F)) is 
amended by inserting before the semicolon 
the following: ‘‘, or as a full-time Federal de-
fender attorney employed in a defender orga-
nization established under 3006A(g) of title 
18, United States Code’’. 
SEC. 206. LAW CLERK LOAN DEFERMENT. 

(a) FEDERAL STAFFORD LOANS.— 
(1) AMENDMENTS TO SECTION 427.—Section 

427(a) of the Higher Education Act of 1965 (20 
U.S.C. 1077(a)) is amended— 

(A) in paragraph (3)(B), by striking ‘‘and’’ 
after the semicolon; 

(B) in paragraph (4), by striking the period 
and inserting ‘‘; and’’; and 

(C) by inserting at the end the following: 
‘‘(5) in the case of a borrower who is serv-

ing as a full-time judicial law clerk in a 
court as defined under section 610 of title 28, 
United States Code, or appointed under sec-
tion 675 of that title, payment of the unpaid 
principal balance and interest on a federally 
insured student loan may be deferred not in 
excess of 3 years.’’. 

(2) AMENDMENTS TO SECTION 428.—Section 
428(b)(1)(M) of the Higher Education Act of 
1965 (20 U.S.C. 1078(b)(1)(M)) is amended— 

(A) in clause (i)(I), by striking ‘‘or’’ after 
the semicolon; 

(B) in subclause (II), by striking the 
comma and inserting ‘‘; or’’; and 

(C) by inserting at the end the following: 
‘‘(III) is serving as a full-time judicial law 

clerk in a court as defined under section 610 
of title 28, United States Code, or a law clerk 
appointed under section 675 of that title.’’. 

(b) DIRECT LOANS.—Section 455(f)(2)(A) of 
the Higher Education Act of 1965 (20 U.S.C. 
1087e(f)(2)(A)) is amended— 

(1) in clause (i), by striking ‘‘or’’ after the 
semicolon; 

(2) in clause (ii), by striking the comma 
and inserting ‘‘; or’’; and 

(3) by inserting at the end the following: 
‘‘(iii) is serving as a full-time judicial law 

clerk, in a court as defined under section 610 
of title 28, United States Code, or a law clerk 
appointed under section 675 of that title,’’. 

(c) FEDERAL PERKINS LOANS.—Section 
464(c)(2)(A) of the Higher Education Act of 
1965 (20 U.S.C. 1087dd(c)(2)(A)) is amended— 

(1) in clause (iii), by striking ‘‘or’’ after the 
semicolon; 

(2) in clause (iv), by inserting ‘‘or’’ after 
the semicolon; and 

(3) by inserting at the end the following: 
‘‘(v) not in excess of 3 years during which 

the borrower is serving as a full-time judi-
cial law clerk in a court as defined under sec-
tion 610 of title 28, United States Code, or a 
law clerk appointed under section 675 of that 
title;’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to— 

(1) loans made after July 1, 1998; and 
(2) employment as a judicial clerk that oc-

curs on or after the date of enactment of this 
Act. 
SEC. 207. INCLUSION OF JUDICIAL BRANCH PER-

SONNEL IN ORGAN DONOR LEAVE 
PROGRAM. 

Section 6327(a) of title 5, United States 
Code, is amended by inserting ‘‘or an entity 
of the judicial branch’’ after ‘‘An employee 
in or under an Executive agency’’. 
SEC. 208. TRANSPORTATION AND SUBSISTENCE 

FOR CRIMINAL JUSTICE ACT DE-
FENDANTS. 

Section 4285 of title 18, United States Code, 
is amended— 

(1) in the first sentence, by striking ‘‘to ap-
pear before the required court’’; 

(2) by striking ‘‘to the place where his ap-
pearance is required,’’ and inserting ‘‘(1) to 
the place where each appearance is required 
and (2) to return to the place of his arrest or 
bona fide residence,’’; 

(3) by inserting ‘‘during travel’’ after ‘‘sub-
sistence expenses’’; and 

(4) by striking ‘‘to his destination,’’ and in-
serting ‘‘to his destination and during any 
proceeding at which his appearance is re-
quired,’’. 
SEC. 209. MAXIMUM AMOUNTS OF COMPENSA-

TION FOR ATTORNEYS. 
Section 3006A(d)(2) of title 18, United 

States Code, is amended— 
(1) by striking ‘‘5,200’’ and inserting 

‘‘7,000’’; 
(2) by striking ‘‘1,500’’ and inserting 

‘‘2,000’’; 
(3) by striking ‘‘3,700’’ and inserting 

‘‘5,000’’; 
(4) by striking ‘‘1,200’’ each place it appears 

and inserting ‘‘1,500’’; and 
(5) by striking ‘‘3,900’’ and inserting 

‘‘5,000’’. 
SEC. 210. MAXIMUM AMOUNTS OF COMPENSA-

TION FOR SERVICES OTHER THAN 
COUNSEL. 

Section 3006A(e) of title 18, United States 
Code, is amended— 

(1) in paragraph (2)— 
(A) in subparagraph (A), by striking ‘‘$300’’ 

and inserting ‘‘$500’’; and 
(B) in subparagraph (B), by striking ‘‘$300’’ 

and inserting ‘‘$500’’; and 
(2) in paragraph (3) in the first sentence by 

striking ‘‘$1,000’’ and inserting ‘‘$1,600’’. 
SEC. 211. EXCESS COMPENSATION DELEGATION 

AUTHORITY. 
(a) WAIVING MAXIMUM AMOUNTS.—Section 

3006A(d)(3) of title 18, United States Code, is 
amended in the second sentence by striking 
‘‘circuit judge’’ and inserting ‘‘or senior cir-
cuit judge, or to an appropriate nonjudicial 
officer qualified by training and legal experi-
ence. In any case in which the delegate judge 
or nonjudicial officer reduces the excess pay-
ment certified by the court, the claimant 
may seek review by the chief judge’’. 

VerDate Mar 15 2010 21:51 Jan 29, 2014 Jkt 081600 PO 00000 Frm 00033 Fmt 4624 Sfmt 0634 E:\2004SENATE\S10MY4.REC S10MY4m
m

ah
er

 o
n 

D
S

K
C

G
S

P
4G

1 
w

ith
 S

O
C

IA
LS

E
C

U
R

IT
Y



CONGRESSIONAL RECORD — SENATES5084 May 10, 2004 
(b) MAXIMUM AMOUNTS.—Section 

3006A(e)(3) of title 18, United States Code, is 
amended in the second sentence by striking 
‘‘circuit judge’’ and inserting ‘‘or senior cir-
cuit judge, or to an appropriate nonjudicial 
officer qualified by training and legal experi-
ence. In any case in which the delegate judge 
or nonjudicial officer reduces the excess pay-
ment certified by the court, the claimant 
may seek review by the chief judge’’. 

(c) CONTROLLED SUBSTANCES CASES.—Sec-
tion 408(q)(10)(B) of the Controlled Sub-
stances Act (21 U.S.C. 848(q)(10)(B)) is amend-
ed in the second sentence by striking ‘‘cir-
cuit judge’’ and inserting ‘‘or senior circuit 
judge, or to an appropriate nonjudicial offi-
cer qualified by training and legal experi-
ence. In any case in which the delegate judge 
or nonjudicial officer reduces the excess pay-
ment certified by the court, the claimant 
may seek review by the chief judge’’. 
SEC. 212. PROTECTION AGAINST MALICIOUS RE-

CORDING OF FICTITIOUS LIENS 
AGAINST FEDERAL JUDGES. 

(a) IN GENERAL.—Chapter 73 of title 18, 
United States Code, is amended by adding at 
the end the following: 
‘‘§ 1521. Retaliating against a Federal judge 

by false claim or slander of title 
‘‘(a) Whoever files or attempts to file, in 

any public record or in any private record 
which is generally available to the public, 
any lien or encumbrance against the real or 
personal property of a Federal judge, know-
ing or having reason to know that such lien 
or encumbrance is false or contains any ma-
terially false, fictitious, or fraudulent state-
ment or representation, shall be fined under 
this title or imprisoned for not more than 5 
years, or both. In the case of an offense 
under this subsection which was committed 
after the defendant had previously been con-
victed of an earlier offense under this sub-
section, the defendant shall be fined under 
this title or imprisoned for not more than 10 
years, or both. 

‘‘(b) In this section, the term ‘Federal 
judge’ means a justice or judge of the United 
States as defined under section 451 of title 28, 
a judge of the United States Court of Federal 
Claims, a United States bankruptcy judge, a 
United States magistrate judge, and a judge 
of the United States Court of Appeals for the 
Armed Forces, United States Court of Ap-
peals for Veterans Claims, United States Tax 
Court, District Court of Guam, District 
Court of the Northern Mariana Islands, or 
District Court of the Virgin Islands.’’. 

(b) TECHNICAL AND CONFORMING AMEND-
MENT.—The table of sections for chapter 73 of 
title 18, United States Code, is amended by 
adding at the end the following: 
‘‘1521. Retaliating against a Federal judge by 

false claim or slander of title.’’. 
SEC. 213. APPOINTING AUTHORITY FOR CIRCUIT 

LIBRARIANS. 
Section 713 of title 28, United States Code, 

is amended— 
(1) in subsection (a)— 
(A) by striking ‘‘Each court of appeals’’ 

and inserting ‘‘The judicial council of each 
circuit’’; and 

(B) striking ‘‘the court’’ and inserting ‘‘the 
judicial council’’; and 

(2) in subsection (b), by striking ‘‘court’’ 
each place it appears and inserting ‘‘judicial 
council’’. 
SEC. 214. JUDICIAL BRANCH SECURITY REQUIRE-

MENTS. 
Section 604(a) of title 28, United States 

Code, is amended— 
(1) by redesignating paragraphs (22) 

through (24) as paragraphs (23) through (25), 
respectively; and 

(2) by inserting after paragraph (21) the fol-
lowing: 

‘‘(22) After consultation with the United 
States Marshals Service, and others if nec-

essary, determine the security requirements 
for the Judicial Branch;’’. 
SEC. 215. BANKRUPTCY, MAGISTRATE, AND TER-

RITORIAL JUDGES LIFE INSURANCE. 
(a) BANKRUPTCY JUDGES.—Section 153 of 

title 28, United States Code, is amended by 
adding at the end the following: 

‘‘(d) For purposes of construing and apply-
ing chapter 87 of title 5, including any ad-
justment of insurance rates by regulation or 
otherwise, a bankruptcy judge of the United 
States in regular active service or who is re-
tired under section 377 of this title shall be 
deemed to be a judge of the United States de-
scribed under section 8701(a)(5) of title 5.’’. 

(b) UNITED STATES MAGISTRATE JUDGES.— 
Section 634(c) of title 28, United States Code, 
is amended— 

(1) by inserting ‘‘(1)’’ after ‘‘(c)’’; and 
(2) by adding at the end the following: 
‘‘(2) For purposes of construing and apply-

ing chapter 87 of title 5, including any ad-
justment of insurance rates by regulation or 
otherwise, a magistrate judge of the United 
States in regular active service or who is re-
tired under section 377 of this title shall be 
deemed to be a judge of the United States de-
scribed under section 8701(a)(5) of title 5.’’. 

(c) TERRITORIAL JUDGES.— 
(1) GUAM.—Section 24 of the Organic Act of 

Guam (48 U.S.C. 1424b) is amended by adding 
at the end the following: 

‘‘(c) For purposes of construing and apply-
ing chapter 87 of title 5, including any ad-
justment of insurance rates by regulation or 
otherwise, a judge appointed under this sec-
tion who is in regular active service or who 
is retired under section 373 of this title shall 
be deemed to be a judge of the United States 
described under section 8701(a)(5) of title 5.’’. 

(2) COMMONWEALTH OF THE NORTHERN MAR-
IANA ISLANDS.—The first section of the Act of 
November 8, 1977 (48 U.S.C. 1821; Public Law 
95–157; 91 Stat. 1265) is amended in subsection 
(b) by adding at the end the following: 

‘‘(5) For purposes of construing and apply-
ing chapter 87 of title 5, including any ad-
justment of insurance rates by regulation or 
otherwise, a judge appointed under this sec-
tion who is in regular active service or who 
is retired under section 373 of this title shall 
be deemed to be a judge of the United States 
described under section 8701(a)(5) of title 5.’’. 

(3) VIRGIN ISLANDS.—Section 24(a) of the 
Revised Organic Act of the Virgin Islands (48 
U.S.C. 1614(a)) is amended— 

(A) by inserting ‘‘(1)’’ after ‘‘(a)’’; and 
(B) by adding at the end the following: 
‘‘(2) For purposes of construing and apply-

ing chapter 87 of title 5, including any ad-
justment of insurance rates by regulation or 
otherwise, a judge appointed under this sec-
tion who is in regular active service or who 
is retired under section 373 of this title shall 
be deemed to be a judge of the United States 
described under section 8701(a)(5) of title 5.’’. 
SEC. 216. HEALTH INSURANCE FOR SURVIVING 

FAMILY AND SPOUSES OF JUDGES. 
Section 8901(3) of title 5, United States 

Code, is amended— 
(1) in subparagraph (C), by striking ‘‘and’’ 

at the end; 
(2) in subparagraph (D), by adding ‘‘and’’ at 

the end; and 
(3) by adding at the end the following: 
‘‘(E) a member of a family who is a sur-

vivor of— 
‘‘(i) a Justice or judge of the United States, 

as defined under section 451 of title 28, 
United States Code; 

‘‘(ii) a judge of the District Court of Guam, 
the District Court of the Northern Mariana 
Islands, or the District Court of the Virgin 
Islands; 

‘‘(iii) a judge of the United States Court of 
Federal Claims; or 

‘‘(iv) a United States bankruptcy judge or 
a full-time United States magistrate judge;’’. 

FEDERAL COURTS IMPROVEMENT ACT 

108TH CONGRESS 

SECTION-BY-SECTION ANALYSIS 

TITLE I—JUDICIAL PROCESS IMPROVEMENTS 

Sec. 101. Authority of Bankruptcy Adminis-
trators To Appoint Trustees and to Serve 
as Trustees in Bankruptcy Cases in the 
States of Alabama and North Carolina. 

This section provides that the bankruptcy 
administrators in Alabama and North Caro-
lina shall have the same authority as that 
exercised by United States trustees in all 
other states. The bankruptcy administrator 
program was established in the judicial dis-
tricts in Alabama and North Carolina pursu-
ant to section 302(d)(3) of the Bankruptcy 
Judges, United States Trustees, and Family 
Farmer Bankruptcy Act of 1986. Expanding 
the duties of bankruptcy administrators 
would further one of the central goals of the 
Bankruptcy Reform Act of 1978, Public Law 
No. 95–598: freeing bankruptcy judges from 
an administrative role in their cases. This 
will improve the efficiency and effectiveness 
of the bankruptcy administrators to facili-
tate the work of the court to the same de-
gree that United States trustees have done 
so in the other 48 states. 

Sec. 102. Venue in Bankruptcy Cases. 

This provision amends section 1412 of title 
28, United States Code, to clarify that a dis-
trict court or a bankruptcy court exercising 
original jurisdiction under section 157 of 
title 28, United States Code, may raise an 
issue of venue sua sponte. 

Section 1412, at present, neither explicitly 
allows nor explicitly prohibits a district 
court or bankruptcy court from raising an 
issue of venue sua sponte. Federal Rule of 
Bankruptcy Procedure 1014 implements the 
venue statute. The Rule only contains the 
phrase ‘‘on timely motion by a party in in-
terest.’’ The incongruence between the stat-
ute and Rule has caused confusion. Cur-
rently, courts in the same districts raise the 
issue of venue sua sponte, while others do 
not. 

While multiple fora may be permissive lo-
cations for filing a bankruptcy case, it is im-
portant that courts have the authority to 
meet the policy goals of preventing forum 
shopping and promoting an economic, effi-
cient, and effective administration of that 
case. The Judicial Conference believes that 
amending the statute to clarify that the 
courts have the power to raise this issue sua 
sonte furthers those goals and, promotes the 
uniform application of the law. For example, 
if a debtor company, with its primary busi-
ness and the vast majority of its creditors 
and employees in a particular state, has its 
bankruptcy petition filed in another, geo-
graphically removed state, the resulting 
bankruptcy proceeding could impose signifi-
cant burdens upon the parties in interest, 
and may not result in the most efficient or 
effective administration of the bankruptcy. 
With the enactment of this section, the 
court, on its own motion or on a timely mo-
tion of a party in interest, may transfer a 
bankruptcy case or proceeding to a district 
court for another district in the interest of 
justice or for the convenience of the parties. 

Sec. 103. Place of Holding Court in 
Texarkana, Texas and Texarkana, Arkansas. 

This section amends sections 83(b)(1) and 
124(c)(5) of title 28, United States Code, to 
provide that the Western District of Arkan-
sas and the Eastern District of Texas may 
hold court anywhere within the Federal 
courthouse in Texarkana that is located 
astride the State line between Texas and Ar-
kansas. Two courtrooms in the Texarkana 
courthouse are in one state and two are in 
the other. As the caseload in Texarkana has 
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increased in recent years (especially the 
criminal dockets), the courts have dem-
onstrated a desire to use the court rooms 
interchangeably to move their dockets more 
efficiently. Currently, Texas-originated 
cases must be tried in Texas and Arkansas- 
originated cases in Arkansas. This amend-
ment is a further refinement of the effi-
ciency move to build one courthouse for judi-
cial districts in different states. 
Sec. 104. Change in Composition of Divisions 

of Western District of Texas. 
This section would amend the jurisdiction 

of two divisions of the Western District of 
Texas by removing Hudspeth County from 
the Pecos Division and including it in the El 
Paso Division. The change is sought because 
increased law enforcement activities in the 
District’s border counties continue to result 
in increased criminal filings. Three major 
border checkpoints are located in Hudspeth 
County, which is directly adjacent to the El 
Paso District. These checkpoints are closer 
to El Paso then they are to Pecos (by ap-
proximately 135, 105, and 50 miles respec-
tively), and most of the law enforcement 
agents responsible for these checkpoints live 
in El Paso. In addition, although the pros-
ecution of these cases occurs in Pecos, coun-
sel usually travels from El Paso. Moreover, 
El Paso is better equipped to handle the bur-
geoning workload, as it is where two new 
judgeships will be filled. Thus, this section 
would benefit defendants, counsel, and law 
enforcement agencies, reduce travel costs, 
and increase the cost effectiveness of admin-
istering justice in the district. The United 
States Attorney for the Western District of 
Texas supports the proposal. 
Sec. 105. Change in Composition of Divisions 

of Western District of Tennessee. 
This section amends Section 123(c) of title 

28, United States Code, to move Dyer County 
from the Western Division of the Western 
District of Tennessee to the Eastern Divi-
sion. The section further provides that court 
for the Eastern Division shall be held at 
Dyersburg and Jackson. Currently, court for 
the Eastern Division is held only at Jackson. 
Dyersburg is removed as a place of holding 
court for the Western Division. 

Dyersburg, the largest city in Dyer Coun-
ty, is approximately 75 miles from Memphis, 
the location of the Western Division court. 
However, Dyersburg is only 47 miles from 
Jackson, the location of the Eastern Divi-
sion court. A drive from Dyersburg to Mem-
phis takes approximately two hours but a 
drive from Dyersburg to Jackson requires 
less than one hour. In addition, there is a 
new four-lane highway between Dyersburg 
and Jackson which results in a very easy 
drive. The judges of this court are in agree-
ment that this transfer would result in a 
convenience to litigants, lawyers, and jurors 
from Dyer County. Even more importantly, 
the court would realize a significant savings 
resulting from reduced juror mileage fees. 
The Dyer County Bar Association surveyed 
its membership concerning the proposed 
transfer of Dyer County. According to the 
president of the Dyer County Bar Associa-
tion at that time, there was near unanimous 
support for the proposal. 

Sec. 106. Place of Holding Court in the 
Northern District of New York. 

This section would designate Plattsburgh 
as a federal place of holding court in the 
Northern District of New York. The need to 
designate Plattsburgh as a place of holding 
court has been necessitated by the effort to 
increase security near our national borders 
in the wake of the attacks of September 2001. 
The Department of Justice and the U.S. Cus-
toms Service are implementing significant 
increases in manpower and federal law en-

forcement capability along the Canadian 
border in the Northern District of New York. 
The additional manpower and equipment re-
sources are expected to dramatically in-
crease the number of proceedings that will 
be heard at the Plattsburgh location. 

Currently, there is a part-time federal 
magistrate judge in Plattsburgh who holds 
criminal proceedings at his law office. There 
are no dedicated federal facilities available 
for the judge to use. The law office has vir-
tually no security nor sufficient space to 
properly accommodate the members of the 
press or public (or even the defendant’s own 
family). Arrestees, the majority of who are 
charged with trafficking in narcotics be-
tween Canada and the United States, must 
be processed under these circumstances. 
With a significant influx of cases, this situa-
tion will not continue to be manageable. 

A designated court location in Plattsburgh 
would greatly facilitate the prosecution of 
the additional cases generated at the north-
ern ports of entry in New York State. The 
Plattsburgh court location would minimize 
the transportation of detained defendants to 
the Albany court location. It would actually 
shorten detention time and enable the Immi-
gration and Naturalization Service to obtain 
more prompt dispositions in the administra-
tive removal proceedings that follow federal 
prosecutions. A Plattsburgh location would 
also enable detention of defendants locally, a 
critical advantage as detention space in Al-
bany is severely limited. 

Designation of Plattsburgh as a place of 
holding court would allow acquisition of 
space for a criminal proceedings courtroom 
of approximately 800 square feet at the Fed-
eral Building in Plattsburgh. In addition to 
providing adequate space for courtroom pro-
ceedings, the designation will enable the 
Northern District to create a new jury divi-
sion consisting of the counties of Essex, Clin-
ton, and Franklin, thereby enabling jurors 
from these areas to serve in nearby Platts-
burgh, rather than drive three to four hours 
to Albany or Watertown. Also, the bank-
ruptcy court would be able to make use of 
the new courtroom, which would make an 
enormous difference in those cases involving 
litigants from the North County. 

Sec. 107. Juror Fees. 
This section would amend 28 U.S.C. 

§ 1871(b)(1) by increasing the daily fee to 
which a juror is entitled from $40 to $50. The 
change would compensate jurors more ade-
quately for their services. Although the cost 
of living has continued to increase each year, 
the daily rate for jurors has not increased in 
twelve years. Previous increases occurred in 
1990 (from $30 to $40), 1978 (from $20 to $30), 
and 1968 (from $10 to $20). 

The Jury Selection and Service Act, 28 
U.S.C. § 1861, et seq. (Jury Act), specifically 
prohibits exclusion of any citizen from jury 
service on the basis of economic status, and 
its legislative history reflects support for fee 
increases that would make jury service less 
burdensome. Congress recognized that, to 
the extent that the burden of jury service is 
diminished, financial hardship excuses could 
decline, with consequent enhancement of 
representative participation of juries. There-
fore, while the juror attendance fee has 
never been intended to support or replace 
salaries, it is intended to provide a minimal 
level of compensation for jurors’ time and ef-
fort in fulfilling their civic responsibility. 

The projected additional cost for FY 2004 
for a $50 daily attendance fee would be ap-
proximately $8.1 million. Therefore enact-
ment of this legislation would require a com-
mensurate increase in the fees of jurors ap-
propriations account. 

Sec. 108. Supplemental Attendance Fee for 
Petit Jurors Serving on Lengthy Trials. 

This section amends 28 U.S.C. § 1871(b)(2) by 
shortening the number of days that a juror is 

required to serve before he or she is eligible 
for the supplemental daily fee authorized by 
the section. Currently, a juror who is re-
quired to serve more than thirty days is per-
mitted to receive an additional ten dollars a 
day, above the established juror fee of forty 
dollars. The economic hardship associated 
with jury service worsens the longer jurors 
are required to serve, especially if service 
continued for more than a week. This section 
recognizes the fact by reducing to five days 
the time before jurors could qualify for the 
supplemental fee. 

The projected additional cost for FY 2004 
for the supplemental daily fee authorized by 
this section would be approximately $2 mil-
lion. Therefore enactment of this legislation 
would require a commensurate increase in 
the fees of jurors appropriations account. 
Sec. 109. Authority of District Courts as to a 

Jury Summons. 
This section would amend 28 U.S.C. 

§ 1866(g) to clarify that a court may, but is 
not required to, follow up on individuals who 
do not respond to the jury selection process. 

Under the traditional ‘‘two-step’’ jury se-
lection process, qualification questionnaires 
and summonses are mailed to prospective ju-
rors separately. For those who do not re-
spond to the questionnaires, 28 U.S.C. 
§ 1864(a) provides that they ‘‘may’’ be called 
into court to fill out the form. For those who 
fail to respond to a summons, however, sec-
tion 28 U.S.C. § 1866(g) provides that they 
‘‘shall’’ be ordered into court to show cause 
for their non-compliance. 

Pursuant to 28 U.S.C. § 1878, however, 22 
districts have combined these two steps into 
a ‘‘one-step’’ jury selection process, whereby 
questionnaires and summonses are sent out 
simultaneously. Section 1878(b) expressly 
provides that ‘‘no challenge . . . shall lie 
solely on the basis that a jury was selected 
in accordance with a one-step summoning 
and qualification procedure.’’ Nonetheless, 
as long as section 1866(g) contains the word 
‘‘shall,’’ challenges that a jury was unlaw-
fully empanelled can be expected to con-
tinue. See United States vs. Cisneros, No 97– 
CR–485 (D.D.C.); United States vs. Hsia, No. 98– 
CR–57 (D.D.C.). This section will allow a 
court to take appropriate action against 
those who do not respond to a jury summons. 
The section leaves the decision of how to 
handle non-responders to the discretion of 
each court, guided by its own circumstances 
and experiences. The section also makes the 
provision gender-neutral. 
Sec. 110. Automatic Excuse Upon Request 

From Jury Service for Members of the 
Armed Services, Members of Fire and Po-
lice Departments, and Public Officers. 
This section repeals the exemption from 

jury service now granted to members of the 
Armed Forces, members of fire and police de-
partments, and pubic officials under 28 
U.S.C. § 1863(b)(6) and grants to these persons 
an automatic excuse from jury service upon 
individual request. The current statute pro-
hibits individuals in these broad categories 
of occupations to serve on a jury even if they 
wish to do so. Barring these individuals from 
jury duty is unjustified. This provision ex-
tends to these persons an automatic excuse 
from jury by amending 28 U.S.C. 
§ 1863(b)(5)(B) to allow them the opportunity 
to serve on jury if they choose to do so. If 
they choose not to serve, they are automati-
cally excused. 
Sec. 111. Elimination of the Public Drawing 

Requirements for Juror Wheels. 
This section eliminates the noticing and 

public drawing requirements for selecting 
names from jury wheels. The Jury Act at 28 
U.S.C. §§ 1864(a) and 1866(a) currently states 
that the clerk shall ‘‘publicly draw at ran-
dom,’’ from the names of persons required 
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for jury service. ‘‘Publicly draw’’ is defined 
in 28 U.S.C. § 1869(k) as a ‘‘drawing which is 
conducted . . . after reasonable public notice 
and which is open to the public.’’ Because 
computers have replaced the physical draw-
ing of names, and because the public has lit-
tle or no interest in attending a jury draw-
ing, this section would eliminate the re-
quirement to post a separate notice for each 
drawing from the master and qualified 
wheels, as well as the requirement to draw 
names publicly and/or to post public notices. 
Instead, one general notice will be posted in 
the clerk’s office that explains the process 
by which names are randomly and periodi-
cally drawn from the wheels. 

The Jury System Improvements Act of 
1978, Public Law No. 95–572, authorized the 
Judicial Conference to adopt regulations 
governing the drawing of juror names from 
the jury wheels when a drawing is made by 
electronic data processing. Accordingly, the 
Conference has adopted regulations that 
take into account the changes in jury selec-
tion resulting from technological advances. 
The Conference regulations narrowed the 
meaning of ‘‘public drawing‘‘ to apply only 
to the selection of the starting number and 
interval (quotient) during the process of se-
lecting juror names from the original source 
lists. The Conference did not require any 
public observance of the actual computer op-
erations, interpreting the term ‘‘reasonably 
public notice’’ to mean the posting of a writ-
ten announcement of the drawing from the 
master and qualified wheels on a bulletin 
board or another public place at the court-
house. 

With advanced computer technology, more 
courts are moving to a purely randomized 
method for selecting juries. Indeed, the Ad-
ministrative Office’s new Jury Management 
System for the courts will perform the selec-
tion of names form the master and qualified 
jury wheels by a purely randomized process 
approved by the National Institute of Stand-
ards and Technology. 

Sec. 112. Conditions of Probation and 
Supervised Release. 

As part of the Antiterrorism and Effective 
Death Penalty Act of 1996 (Pub. L. No. 104– 
132), Congress amended title 18, inter alia, by 
renumbering and amending the discretionary 
conditions of probation listed in section 
3563(b), but failed to conform section 3563(a) 
(containing the mandatory conditions of pro-
bation) to that amendment. Therefore, the 
references in section 3563(a) to section 
33563(b) are now erroneous. The amendment 
in subsection (a) of this provision corrects 
this technical error, thereby restoring con-
gressional intent. 

Subsection (b) corrects the same oversight 
as to 18 U.S.C. § 3583(d), which delineates the 
conditions of supervised release, as is cor-
rected in subsection (a). When 18 U.S.C. 
§ 3563(b) was amended in 1996, the cross ref-
erence found 18 U.S.C. § 3583(d) was not con-
formed to that amendment. The amendment 
in subsection (b) corrects this technical 
error. 

Subsection (b) also makes an amendment 
to the conditions of supervised release. Prior 
to the 1996 legislation, intermittent confine-
ment available as a condition of probation, 
but not of supervised release. Experience 
since 1996 has demonstrated that this form of 
confinement (custody by the Bureau of Pris-
ons during nights, weekends, or other inter-
vals of time) is appropriate in certain cir-
cumstances. However, this provision recog-
nizes several appropriate limitations on the 
use of intermittent confinement in this con-
text. First, its use should be limited, as in 
the case of probation, to the first year of su-
pervision. Second, it should be ordered only 
when Bureau of Prisons facilities are avail-

able to accommodate the individual in ques-
tion. Third, it should be available only as a 
sanction for a supervised release violation as 
an option for the court that is less severe 
than revocation of supervised release. 

Subsection (c) amends the section pro-
viding for intermittent confinement to clar-
ify that its provisions, including the tem-
poral limitations on its imposition, apply to 
supervised release as well as to probation. 
Sec. 113. Clarifying the Scope of Diversity of 

Citizenship for Resident Aliens. 
This section amends the last sentence of 

section 1332(a) of title 28 to clarify the scope 
of diversity of citizenship jurisdiction in dis-
putes involving aliens admitted to the 
United States as permanent residents (‘‘resi-
dent aliens’’). Congress added this proviso to 
the section in 1988 (Judicial Improvements 
and Access to Justice Act, Pub. L. No. 100– 
702, 102 Stat. 4642) to ‘‘deem’’ a resident alien 
as a citizen of the state in which the alien is 
domiciled, with the specific purpose of deny-
ing federal jurisdiction in suits between a 
citizen of a state and an alien permanently 
residing in the same state. However, this 
deeming language has been interpreted as 
applying to other litigation circumstances 
involving aliens. For example, under section 
1332(a)(2) a non-resident alien has been per-
mitted to sue a United States citizen and a 
resident alien; the proviso deems the resi-
dent alien to be a citizen of the state of his 
permanent residence. Such application of the 
proviso has broadened the scope of diversity 
jurisdiction beyond that contemplated when 
the statute was enacted. 

Thus, the Judicial Conference of the 
United States proposes replacing the last 
sentence in 28 U.S.C. § 1332(a) (the resident 
alien proviso) with text providing that the 
district courts shall not have diversity of 
citizenship jurisdiction under subsections 
1332(a)(2)–(3) where the matter in con-
troversy is between a citizen of a state and 
a citizen or subject of a foreign state admit-
ted to the United States for permanent resi-
dence and domiciled in the same state. This 
section will resolve differing interpretations 
of the sentence among federal courts. 
Sec. 114. Clarifying the Scope of Diversity of 

Citizenship for Corporations With Foreign 
Contacts. 
Section 1332(a) of title 28, United States 

Code, grants the district courts original ju-
risdiction of all civil actions where the mat-
ter in controversy exceeds $75,000 and is be-
tween citizens of different States or citizens 
of a State and citizens or subjects of a for-
eign state. No plaintiff can be from the same 
State as a defendant for this diversity juris-
diction to be available. Also, diversity juris-
diction does not lie when a citizen or subject 
of a foreign state (alien) seeks to sue another 
foreigner in federal court. 

When one of the parties to a civil action is 
a corporation, section 1332(c) deems that cor-
poration to be a citizen of any Sate in which 
it has been incorporated ‘‘and of the State 
where it has its principal place of business.’’ 
The quoted language was added to subsection 
(c)(1) in 1958 to give essentially dual citizen-
ship to corporations. The intent was to pre-
clude diversity jurisdiction over a dispute 
between an in-state citizen and a corporation 
incorporated in that state or primarily doing 
business in the state. In either situation, 
neither party faced a threat of bias if the ac-
tion were to be resolved in state court. For 
example, today under 1332(c), if a corporation 
incorporated in Delaware has its principal 
place of business in Florida it is deemed a 
citizen of both Delaware and Florida. If a 
Florida citizen or a Delaware citizen sues 
that corporation, diversity jurisdiction 
would be defeated because both the plaintiff 
and defendant would be citizens from the 
same State (Florida or Delaware). 

Federal courts have struggled with apply-
ing this statute when an action involves a 
U.S. corporation with foreign contacts or 
foreign corporations that operate in the 
United States. This difficulty occurs because 
section 1332(c)(1) makes no reference to a 
corporation with either of these two types of 
foreign contacts (country of incorporation or 
principal place of doing business). Some 
courts have noted that because the word 
‘‘States’’ in the subsection begins with a cap-
ital ‘‘S,’’ it applies only to States of the 
Union, as well as U.S. territories, the Dis-
trict of Columbia, and Puerto Rico, as de-
fined in section 1332(d). Other courts have 
concluded that the word ‘‘States’’ should 
mean foreign states, as well as States of the 
Union, when applying section 1332(c)(1). 

The amendment in this section would 
adopt the majority view of courts inter-
preting the language by inserting the words 
‘‘foreign state’’ in two places in section 
1332(c)(1) to make it clear that all corpora-
tions, foreign and domestic, would be re-
garded as citizens of both their place of in-
corporation and their principal place of busi-
ness. Such an approach builds upon the long- 
standing recognition that federal diversity 
and alienage jurisdiction seek to address the 
problem of perceived bias that results when 
non-citizens must litigate in a state court 
against opposing parties who are citizens of 
that state (or foreign state), either by virtue 
of its place of incorporation or by virtue of 
its principal place of business. See C. Wright 
& M. Kane, The Law of Federal Courts, 170 
(6th ed. 2002). In addition to clarifying the 
application of the statute regarding cor-
porate citizenship, the amendment would 
bring about a modest reduction in the diver-
sity workload of the federal courts. It would 
not, however, deprive a corporation of access 
to a federal forum where there is a threat of 
local bias in state court. Moreover, the 
change made by this amendment tracks the 
definition of corporate citizenship recently 
codified in the Multiparty, Multiforum Trial 
Jurisdiction Act of 2002 (Pub. L. No. 107–273). 

The second change in this amendment is to 
revise the working of section 1332(c)(1) so 
that a corporation shall be deemed a citizen 
of ‘‘every State and foreign state by which it 
has been incorporated,’’ instead of ‘‘any 
State. . . .’’ Although corporations can in-
corporate in more than one state, the prac-
tice is rare. In applying the subsection, most 
courts have treated such multistate corpora-
tions as citizens of every state by which they 
have been incorporated. The amendment 
would codify the majority view, treating cor-
porations as citizen of every state of incorpo-
ration for diversity purposes. See C. Wright 
& M. Kane, The Law of Federal Courts, 167– 
68 (6th ed. 2002). 

Sec. 115. Reporting of Wiretap Orders. 
Currently, 18 U.S.C. § 2519(1) requires that 

federal and state judges submit a report to 
the Administrative Office no later than 30 
days after the expiration of an approved 
order, or the denial of an order, for a wire-
tap. Certain judges submit numerous reports 
to the Administrative Office throughout the 
year. For example, one state judge in 1999 ap-
proved 70 wiretap orders, and therefore, was 
required to submit 70 separate reports. Fed-
eral and state prosecutors are required by 18 
U.S.C. § 2519(2) to submit information relat-
ing to wiretap orders they applied for during 
the preceding calendar year once in January. 

The individual reports submitted by judges 
are not processed by the Administrative Of-
fice until the prosecutors submit their sum-
mary reports. The prosecutor’s reports are 
then matched to the judge’s reports to com-
plete the set of information published by the 
Administrative Office in the annual Wiretap 
Report. 
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The proposed section would permit judges 

to submit annual summary reports on wire-
tap orders acted on during the previous cal-
endar year, just as prosecutors do. This 
would simplify the reporting requirements 
for the judges and their staffs, without im-
pacting the accuracy or timeliness of the re-
porting required by the statute. 
Sec. 116. Magistrate Judge Participation at 

Circuit Conferences. 
This section amends section 333 of title 28 

of the United States Code to include mag-
istrate judges among the judicial officers 
who may by statute be summoned to attend 
circuit judicial conferences. Magistrate 
judges conduct a wide variety of pretrial pro-
ceedings in criminal and civil cases with 
consent of the parties. Magistrate judges are 
regularly invited by chief circuit judges to 
attend circuit judicial conferences in all cir-
cuits. They were not included in section 333 
upon its enactment in 1939 because the mod-
ern office of magistrate judge was not cre-
ated until 1968. The amendment updates the 
statute to reflect the significant contribu-
tions of magistrate judges to the federal 
courts and the value of their attendance at 
circuit judicial conferences where the busi-
ness of the courts in each circuit is consid-
ered. 
Sec. 117. Repeal of Obsolete Speedy Trial Act 

Cross References to the Narcotic Addict 
Rehabilitation Act. 
This provision amends 18 U.S.C. § 3161 to re-

move cross references to the now repealed 28 
U.S.C. § 2902. The Children’s Health Act of 
2000, Pub. L. No. 106–310, Div. B, § 3405(c)(1), 
114 Stat. 1221 (Oct. 17, 2000), repealed chapter 
175 of title 28, United Sates Code (28 U.S.C. 
§§ 2901–2906), which was entitled, ‘‘Civil Com-
mitment and Rehabilitation of Narcotics Ad-
dicts.’’ The repeal of chapter 175 of title 28 
eliminated long obsolete provisions of title 
28 that were enacted as title I of the Nar-
cotic Addict Rehabilitation Act, Pub. L. No. 
89–793, 80 Stat. 1438 (Nov. 8, 1966) (NARA) 
which had not been used in decades since it 
was completely defunded in the late 1970’s. 
See discussion in United States v. Butler, 676 
F.Supp. 88 (W.D.Pa. 1988). 

There remain, however, three references to 
28 U.S.C. § 2902 in the provisions of the 
Speedy Trial Act, namely, 18 U.S.C. 
§ 3161(h)(1)(B), (h)(1)(C), and (h)(5) which 
should be stricken from this statute. 
Sec. 118. Taxing of Court Technology Costs. 
This section would incorporate some of the 

expenses associated with new courtroom 
technologies into the assessment of litiga-
tion costs against a losing party as provided 
by 28 U.S.C. § 1920. Currently, § 1920 allows a 
court to include certain limited costs (such 
as fees of the clerk, marshal, and court re-
porter; fees for witnesses; court appointed 
experts, and interpreters; and fees for dock-
eting, printing and copying of papers nec-
essarily obtained for use in the case) into the 
final judgment or decree of a case. This 
amendment would update the section to rec-
ognize that transcripts are available in elec-
tronic form as well as in hard copy. It would 
also expand the concept of ‘‘papers’’ in order 
to reflect the decreasing use of paper and the 
increasing use of technology in creating, fil-
ing, and exchanging court documents. It 
would not, however, permit the taxing of 
costs associated with the use of technology 
to create, assist, enhance or present mate-
rials during a trial. 

Sec. 119. Investment of Court Registry 
Funds. 

Registry funds are funds received by the 
courts in the course of litigation. The United 
States district and bankruptcy courts pres-
ently hold about $1.76 billion in registry 
funds on behalf of thousands of litigants, 

witnesses and other participants in court 
proceedings. These moneys are paid into the 
federal courts to secure judgments or appear-
ance bonds, to begin interpleader or land 
condemnation actions, and for other judicial 
purposes. The funds are held and adminis-
tered by the clerk of the court pending the 
resolution of the litigation. The registry 
funds are deposited in accordance with sec-
tion 2041 of title 28, United States Code, into 
interest-bearing accounts, e.g. certificates of 
deposit, at financial institutions that have 
qualified as designated depositaries of public 
moneys in accordance with 31 C.F.R. Part 
202. The courts also purchase short-term 
Treasury bills with registry funds. When the 
courts purchase these bills on the secondary 
market, the choice of investment instru-
ments is limited and they must pay trans-
action fees. 

This section would broaden the courts’ in-
vestment options and offer an improved pro-
cedure for investing in Treasury securities. 
Under the Treasury’s Government Account 
Series (GAS) program, there are no trans-
action fees, transactions may be posted 
daily, and a wider range of Treasury securi-
ties is available than the secondary market 
offers. Also, GAS has full-featured, on-line 
transaction facilities. Participation in the 
GAS program would help to reduce the 
courts’ costs in administering registry funds. 
Sec. 120. Emergency Authority to Conduct 

Court Proceedings Outside the Territorial 
Jurisdiction of the Court. 
This section would authorize circuit, dis-

trict and bankruptcy courts, as well as mag-
istrate judges, to conduct special sessions 
outside their respective geographic bound-
aries upon a finding by the respective chief 
judge (or, if unavailable, the most senior ac-
tive judge who is available) or the judicial 
council of the circuit, that, because of emer-
gency conditions, no location within these 
boundaries is reasonably available where 
such special sessions could be held. 

The need for this legislation has become 
apparent following the terrorist attacks of 
September 11, 2001, and the impact of these 
disasters on court operations, in particular 
in New York City. In emergency conditions, 
a federal court facility in an adjoining dis-
trict (or circuit) might be more readily and 
safely available to court personnel, litigants, 
jurors and the public than a facility at a 
place of holding court within the district. 
This is particularly true in major metropoli-
tan areas such as New York, Washington, 
D.C., Dallas and Kansas City, where the met-
ropolitan area includes parts of more than 
one judicial district. The advent of elec-
tronic court records systems will facilitate 
implementation of this authority by pro-
viding judges, court staff and attorneys with 
remote access to case documents. 
Sec. 121. Restriction of Public Access To Cer-

tain Information Contained in Bankruptcy 
Case Files. 
This section would implement Judicial 

Conference policy regarding protection of 
certain information contained in bankruptcy 
case files from public disclosure by means of 
four revisions to section 107 of the Bank-
ruptcy Code. 

First, the section would transform former 
subsection (b)(1) regarding protection of 
trade secret or confidential research, devel-
opment, or commercial information into a 
new subsection (b). No substantive change 
would be made to this provision. 

Second, the section would create a new 
subsection (c) to allow the court for cause to 
authorize the redaction of personal identi-
fiers to protect a debtor, creditor, or other 
person from identity theft or other harm. 
The amendment incorporates by reference 
section 3(d) of the Identity Theft and As-

sumption Deterrence Act of 1998 with regard 
to the types of personal identifiers that may 
be redacted. These include the debtor’s or 
other person’s name, social security account 
number, date of birth, driver’s license num-
ber, alien registration number, government 
passport number, employee or taxpayer iden-
tification number, unique biometric data, 
unique electronic identification number, 
electronic address or routing code, and tele-
communication identifying information or 
access device. The amendment would also 
permit the court to exercise its discretion to 
protect personal identifiers by means other 
than redaction where appropriate in the cir-
cumstances of the case. 

Third, this new subsection (c) would have 
the effect of striking from the current provi-
sion ‘‘scandalous defamatory matter’’ as a 
basis for protection of a person and instead 
allow the court for cause to seal or redact 
‘‘information that could cause undue annoy-
ance, embarrassment, oppression or risk of 
injury to person or property.’’ This language 
is drawn from Federal Rule of Civil Proce-
dure 26 regarding the issuance of protective 
orders in the course of discovery. This new 
provision would expand the authority of the 
bankruptcy court to allow the court to pro-
tect information, such as the home or em-
ployment address of a debtor, because of a 
personal security risk, including fear of in-
jury by a former spouse or stalker. It would 
also allow the court to protect other infor-
mation normally considered private, such as 
medical information which, if publicly dis-
closed, could result in untoward con-
sequences to the debtor or others. 

Finally, this provision would allow the 
protection of information under subsection 
(c) ‘‘contained in a paper filed, or to be 
filed,’’ in a bankruptcy case. This provision 
is intended to provide persons the oppor-
tunity to request protection of the informa-
tion not only after it is filed with the court, 
but prior to filings as well. This authority 
would be especially useful in an electronic 
filing environment, where information once 
filed is immediately available to the public. 

Sec. 122. Security of Social Security Account 
Number of Debtor in Notice Debtor Pro-
vides to Creditor. 

This provision would implement Judicial 
Conference policy that social security ac-
count numbers be protected from public dis-
closure in court documents. 

Section 342(c) of title 11, United States 
Code, currently requires a debtor to include 
his or her taxpayer identification number, 
which for an individual is almost uniformly 
his or her social security account number, on 
any notice the debtor gives to his or her 
creditors. Debtors are required to give such 
notice in various contexts, including the fil-
ing of adversary proceedings, such as a com-
pliant to determine the dischargeability of a 
debt, or contested matters, such as a motion 
to avoid a lien impairing an exemption. 

As a copy of such notice is required to be 
filed with the court, court files routinely in-
clude unredacted social security numbers of 
debtors. By requiring only the last four dig-
its of a taxpayer identification number to 
appear on the notice, the debtor’s full social 
security number will no longer appear in the 
court file and thus be protected from public 
disclosure. 

TITLE II—JUDICIARY PERSONNEL 
ADMINISTRATION, BENEFITS, AND PROTECTIONS 

Sec. 201. Disability Retirement and Cost-of- 
Living Adjustments of Annuities for Terri-
torial Judges. 

The judges of the district courts of Guam, 
the Northern Mariana Islands, and the Vir-
gin Islands are appointed by the President 
and confirmed by the Senate for ten-year 

VerDate Mar 15 2010 21:51 Jan 29, 2014 Jkt 081600 PO 00000 Frm 00037 Fmt 4624 Sfmt 0634 E:\2004SENATE\S10MY4.REC S10MY4m
m

ah
er

 o
n 

D
S

K
C

G
S

P
4G

1 
w

ith
 S

O
C

IA
LS

E
C

U
R

IT
Y



CONGRESSIONAL RECORD — SENATES5088 May 10, 2004 
terms. Retirement benefits for territorial 
judges are set forth in 28 U.S.C. § 373. Under 
this provision, a territorial judge may retire 
from office under any of the following three 
circumstances: (1) after meeting the same 
‘‘rule of 80’’ age and service requirements ap-
plicable to Article III judges; (2) after serv-
ing at least 10 years, if removed by the Presi-
dent solely on grounds of mental or physical 
disability; or (3) at the end of a term, if not 
reappointed. An annuity equal to the pre-re-
tirement salary, or prorated, in cases of dis-
ability or failure of reappointment, for 
judges with less than 15 years of service, is 
payable beginning at the time of retirement 
or upon attaining the age of 65 years, which-
ever is later. For judges who retire under the 
‘‘rule of 80’’, the annuity is subject to the 
same cost-of-living adjustments (COLAs) as 
annuities payable under the Civil Service 
Retirement System, provided that such ad-
justments cannot result in a total annuity 
greater than 95 percent of an Article II 
judge’s salary. 

The retirement arrangements for these 
four territorial judges compare unfavorably 
with analogous provisions for bankruptcy 
judges, magistrate judges, and judges of the 
Court of Federal Claims (compare 28 U.S.C. 
§ 373 with 28 U.S.C. §§ 178 and 377) in that (1) 
territorial judges cannot retire if removed 
from office by the President on disability 
grounds before completing 10 years of service 
(as compared with five years of other non- 
Article III judges) and, even then, no annuity 
is payable until age 65 (no age restriction for 
other judges) and (2) territorial judges not 
retired at age 65 or older with combined age 
and service equal to eighty (‘‘rule of 80’’) do 
not get COLAs and even those retired under 
the ‘‘rule of 80’’ do not get COLAs until sala-
ries of active judges have increased enough 
to accommodate the 95 percent limitation. 
There is no rationale for perpetuating these 
differences between territorial judges and 
other non-Article III judges. 

In addition, 28 U.S.C. § 373(c)(4) currently 
appears to permit only those recalled terri-
torial judges who retired on a ‘‘rule of 80’’ 
basis to receive the same compensation, 
travel, and other expenses as a judge on ac-
tive duty with the court, in lieu of their an-
nuities. 

Accordingly, subsection (1) of this section 
makes a technical amendment to section 
373(c)(4) that reflects the fact that any terri-
torial judge retiring under 28 U.S.C. § 373 
may elect to be a ‘‘senior judge’’ eligible for 
recall service and, therefore, should be eligi-
ble to receive the same compensation as an 
active judge on the court being served. 

Subsection (2) of this section eliminates 
existing inequities between territorial judges 
and magistrate judges and bankruptcy 
judges by permitting territorial judges with 
five or more years of service to retire on an 
immediate disability annuity. The annuity 
would be equal to 40 percent of salary if the 
judge has less than ten years of service, and 
is adjusted upward in the proportion that the 
number of years of service bears to fifteen 
for service of ten years or more. 

Subsection (3) of this section applies the 
COLA provision of title 5 to all retired terri-
torial judges, subject only to the limitation 
that the annuity may not exceed the salary 
of a judge in regular active service with the 
court on which the retired judge served be-
fore retiring. 
Sec. 202. Federal Judicial Center Personnel 

Matters. 
This section would restore the historic par-

ity in the salary levels of the Federal Judi-
cial Center’s senior staff and that of the Ad-
ministrative Office of the United States 
Courts by authorizing the Director of the 
Center to set the compensation of a limited 

number of Center professional employees at 
levels equivalent to Level IV of the Execu-
tive Schedule pay rates. The proposed lan-
guage would limit the Federal Judicial Cen-
ter to increases in four positions. The sec-
tion also corrects a misspelling in the origi-
nal statute. 

Sec. 203. Annual Leave Limit for Judicial 
Branch Executives. 

The amendment in this section is designed 
to afford senior executives in the courts and 
the Federal Judicial Center the same right 
to leave carryover (720 hours) as employees 
in comparable positions in the executive 
branch and in the Administrative Office. It 
would make applicable to these executives 
the 720-hour maximum carryover amount of 
annual leave established for members of the 
executive branch’s Senior Executive Serv-
ices, in Government Management Reform 
Act of 1994 (Pub. L. No. 103–356), and for sen-
ior executives in the Administrative Office, 
as a result of the Administrative Office of 
the United States Courts Personnel Act of 
1990, Pub. L. No. 101–474. 

The amendment would affect approxi-
mately 400 court unit executives, including 
circuit executives, clerks of the courts of ap-
peals, district court clerks, district court ex-
ecutives, bankruptcy court clerks, clerk of 
the Court of International Trade, clerk of 
the United States Court of Federal Claims, 
chief probation officers, chief pretrial serv-
ices officers, senior staff attorneys, chief 
preargument attorneys, bankruptcy adminis-
trators, and circuit librarians. It would also 
affect five positions in the Federal Judicial 
Center. 

Sec. 204. Supplemental Benefits Program. 
The purpose of this section is to authorize 

the judiciary to provide its employees with a 
benefits package that is more competitive 
with those already provided throughout the 
private sector, state governments, colleges 
and universities, and the banking agencies in 
the executive branch. The Federal Reserve, 
the Office of the Comptroller of the Cur-
rency, and the Federal Deposit Insurance 
Corporation recognized the need to improve 
benefits and were granted authority by Con-
gress to offer these same enhanced benefits. 

In January 2001 the General Accounting 
Office issued a report, ‘‘High-Risk Series: An 
Update’’ (GAO–01–263) which describes four 
key challenges to the federal government as 
an employer, paramount among them was 
‘‘acquiring and developing staffs whose size, 
skills, and deployment meet agency needs.’’ 
The Judiciary, like the rest of the federal 
government, must recruit and retain em-
ployees with the proper skill mix in a com-
petitive labor market. Over the next five 
years, the judiciary is at risk to lose 40 per-
cent of its employee population to retire-
ment. Also, the judiciary faces the addi-
tional challenges of recruiting staff nation-
wide, including in competitive labor markets 
in major urban areas. 

The Judicial Conference of the United 
States has concluded that a comprehensive 
benefit program which responds to the cur-
rent and future needs of the judiciary’s 
workforce is essential to allow the judiciary 
to compete for the skilled employees that 
make up that workforce. The need for this 
authority is urgent. Severe budget con-
straints will only allow this program to be 
gradually implemented over a period of 
years. The personnel management problem it 
is intended to ameliorate is fast approach-
ing. 

Sec. 205. Student Loan Forgiveness for 
Federal Defenders. 

This provision amends section 465(a)(2)(F) 
of the Higher Education Act of 1965, as 
amended by the Crime Control Act of 1990 (20 

U.S.C. § 1087ee(a)(2)(F)), to extend the cat-
egories of borrowers eligible for loan can-
cellation to include full-time federal defend-
ers. Under section 465(a)(2)(F), a borrower is 
entitled to cancellation of up to 100 percent 
(phased in over five years of employment in 
a qualifying agency) of a Perkins Loan made 
on or after November 15, 1990, for full-time 
service as a qualifying law enforcement or 
corrections officer. While the Department of 
Education has interpreted the Federal Per-
kins Loan Program regulations to include 
prosecuting attorneys under the category of 
law enforcement officer, it has declined to 
extend the cancellation benefit administra-
tively to public defenders. 

Providing federal defenders with the same 
eligibility for student loan forgiveness as is 
held by their counterparts in United States 
attorney offices would be consonant with the 
parity established in the Criminal Justice 
Act between their salaries. See 18 U.S.C. 
§ 3006A(g)(2)(A) (the compensation of the Fed-
eral Public Defender shall be fixed at a rate 
not to exceed the compensation received by 
the United States attorney for that district, 
and the compensation for attorneys in a Fed-
eral Public Defender Organization shall be 
fixed at a rate not to exceed that paid to at-
torneys with similar qualifications and expe-
rience in the office of the United States at-
torney for that district). The underlying 
principle supporting the eligibility of pros-
ecutors for student loan forgiveness—i.e., 
that the fundamental fairness, integrity, and 
credibility of the criminal justice system re-
quire the recruitment and retention of per-
sons of the highest intellect, capability, 
character, and commitment to public serv-
ice—applies with equal force to the men and 
women who serve as federal defenders. They 
should qualify for the same benefit. 

Sec. 206. Law Clerk Loan Deferment. 
Federal judges and Supreme Court Justices 

depend on the work of their law clerks. For 
that reason, each judge and Justice attempts 
to hire young attorneys with, among other 
qualities, records of high academic achieve-
ment. These same individuals have employ-
ment opportunities in the private sector 
which pay far higher salaries than a judge 
can offer. Because recent law school grad-
uates frequently have significant amounts of 
student loan debt, judges face increasingly 
strong competition to secure highly capable 
law clerks. 

Executive Branch agencies are authorized 
to pay up to six thousand dollars a year to 
repay an employee’s student loan in certain 
circumstances. Congress has authorized this 
program to assist agencies to recruit and re-
tain highly qualified individuals as employ-
ees. See 5. U.S.C. § 5379. The proposal in this 
section is considerably less ambitious. It 
would only authorize judicial law clerks to 
defer payment of principal and interest on a 
federally insured loan during the period they 
serve as clerks. 

Sec. 207. Inclusion of Judicial Branch 
Personnel in Organ Donor Leave Program. 
In 1999, the Organ Donor Leave Act in-

creased the amount of paid leave to serve as 
an organ donor from seven days to 30 days 
each calendar year. The purpose of the law 
was to enhance the federal government’s 
leadership role in encouraging organ dona-
tions by making it easier for federal employ-
ees to become donors. The organ donor stat-
ute at 5 U.S.C. § 6327(a) currently applies 
only to executive branch employees. This 
amendment extends the statute to the judi-
cial branch. 
Sec. 208. Transportation and Subsistence for 

Criminal Justice Act Defendants. 
This section would amend 18 U.S.C. § 4285 

to give courts the authority to order the 
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United States Marshals Service to furnish 
transportation and subsistence for defend-
ants returning home from court proceedings, 
and subsistence while attending such pro-
ceedings, including successive court appear-
ances. The statute currently authorizes 
courts to order the United States Marshals 
Service to provide a released defendant with 
noncustodial transportation and subsistence 
to the court where that individual’s appear-
ance is required, when the interests of jus-
tice would be served and the client is finan-
cially unable to pay transportation costs. 

This proposal would eliminate the present 
anomaly. While there is authority to bring 
non-custodial indigent defendants to court, 
there is no authority to provide the where-
withal to allow them to return to their 
homes, or obtain food and lodging during 
court proceedings or on the return trip. This 
section would provide the presiding judge 
with discretion to order the payment of rea-
sonable travel and subsistence expenses for a 
defendant who may need the assistance. A 
preliminary estimate indicates that the cost 
of such travel and subsistence would be ap-
proximately $600,000 annually. When so or-
dered, such expenses would be paid by the 
United States Marshals Service from funds 
authorized by the Attorney General for such 
expenses. 

Sec. 209. Maximum Amounts of 
Compensation for Attorneys. 

The courts are required to pay private at-
torneys for indigent defendants’ representa-
tion in criminal cases in situations where 
Federal Defenders are not available. These 
attorneys file vouchers for approval by the 
trial judges to obtain these payments. The 
Criminal Justice Act in 1986 established cer-
tain new ‘‘maximums’’ or thresholds which, 
when exceeded, require that the voucher be 
approved for payment by the chief judge of 
the circuit in addition to the trial court. 18 
U.S.C. § 3006A(d)(2)–(3). At that time, the 
hourly compensation rate was $60 in-court/ 
$40 out-of-court which yielded an average of 
$45. 

The Federal Courts Improvement Act of 
2000 raised the case ‘‘maximums’’ for com-
pensation for two reasons. In the previous 14 
years, the per hour rates had been increased 
to $75 in-court and $55 out-of-court. Sec-
ondly, the 1987 adoption of the Sentencing 
Guidelines significantly increased attorney 
time per case. 

As of May 1, 2002, the hourly rate for indi-
gent attorney representation was increased 
to $90 per hour for in-court and out-of-court 
work. The proposal in this section would re-
align the case ‘‘maximums’’ in light of this 
increase in hourly rates. The percent of in-
crease tracks the percent of increase in the 
hourly rate. The goal is to ensure that ap-
proximately the same percentage of vouch-
ers are sent on to the court of appeals for ap-
proval as were sent on when Congress set the 
‘‘maximums’’ in 1986 and 2000. 

The purpose of this proposal is to provide 
prompt as possible payment to the attorneys 
who volunteer to the court to do representa-
tion work. Even at $90 per hour, well more 
than half of this compensation constitutes 
reimbursement to an attorney for overhead 
and operating expenses. It is only fair to 
these volunteer attorneys to keep the num-
ber of vouchers which are delayed by two 
judge approval to a reasonable portion of the 
total number. A secondary goals is to relieve 
administration burdens on court of appeals 
judges to the maximum extent reasonable. 
Sec. 210. Maximum Amounts of Compensa-

tion for Services Other Than Counsel. 
This section increases the approval thresh-

olds for payment vouchers for services of in-
vestigators, experts, and other service pro-
viders by approximately the rate of wage in-

flation since 1986 (63%), the last year the 
thresholds were increased. It increases from 
$300 to $500 the amount which could be ex-
pended for investigative, expert, and other 
services without prior judicial approval, and 
increases from $1,000 to $1,600 the amount 
which cannot be paid out for such services 
without the approval of the chief judge of 
the court of appeals or an active judge of the 
court of appeals to whom the chief judge has 
delegated this authority. (18 U.S.C. 
§ 3006A(e).) The cost of professional services 
has risen since 1986, resulting in a much 
greater percentage of vouchers being sub-
mitted to the chief judges of the courts of 
appeals for review. This delays payment to 
service providers and increases the adminis-
trative burden of judicial officers. 

Sec. 211. Excess Compensation Delegation 
Authority. 

This section expands the delegation au-
thority of the chief judge of the court of ap-
peals with respect to approving vouchers in 
excess of the statutory maximums submitted 
by panel attorneys and investigative, expert, 
and other service providers. Chief judges of 
the circuits currently review and approve 
vouchers in excess of the statutory maxi-
mums after the court before which the serv-
ices were provided certifies that the excess 
amount is necessary to provide fair com-
pensation. The proposed amendments would 
widen the pool (now limited to active circuit 
judges) of possible individuals to whom the 
chief judge may delegate such approval au-
thority to include any senior circuit judge or 
an ‘‘appropriate non-judicial officer qualified 
by training and legal experience.’’ The 
amendments also provide that a claimant 
may seek review by the circuit chief judge of 
a reduction made by any delegate in the 
amount that had been certified as necessary 
for fair compensation by the court before 
which the services were provided. The judici-
ary believes that the expanded delegation 
will accomplish the goal of enhanced super-
vision without compromising judicial re-
sponsibility for ensuring fair compensation 
for panel attorneys and other service pro-
viders. 

In 1986, in response to a request from the 
circuit chief judges, the judiciary proposed 
and Congress enacted amendments to sub-
sections (d)(3) and (e)(3) of the Criminal Jus-
tice Act, 18 U.S.C. § 3006A, to provide that the 
chief judge of the circuit may delegate the 
excess compensation approval authority to 
an active circuit judge. At that time, the 
chief judges had expressed concern regarding 
the administrative burden of reviewing ex-
cess claim vouchers. Currently, with the 
large growth in the number of excess com-
pensation claims, the circuit chief judges 
have indicated that the administration of 
the compensation system would be further 
enhanced by expanded delegation authority. 
By broadening the pool of persons to whom 
the chief judge may delegate his or her ex-
cess compensation approval authority, the 
chief judge will be better able to designate a 
person whose background fully equips him or 
her to decide upon the appropriate amounts 
of compensation for the services rendered. 
Moreover, in requiring that any non-judge 
designee be qualified by training and legal 
experience, the proposed amendments ensure 
accountability and effectiveness in voucher 
review. As a further safeguard for fair com-
pensation, the amendments permit an attor-
ney or other services provider to seek the 
circuit chief judge’s review of a reduction 
made by the delegate. 
Sec. 212. Protection Against Malicious Re-

cording of Fictitious Liens Against Federal 
Judges. 
In recent years, members of the federal ju-

diciary have been victimized by persons 

seeking to intimidate or harass them by the 
filing of false liens against the judge’s real or 
personal property. These liens are usually 
filed in an effort to harass a judge who has 
presided over a criminal or civil case involv-
ing the filer, or who has otherwise acted 
against the interests or perceived interests 
of the filer, his family, or his acquaintances. 
These liens are also filed to harass a judge 
against whom a civil action has been initi-
ated by the individual who has filed the lien. 
Often, such liens are placed on the property 
of judges based on the allegation that the 
property is at issue in the lawsuit. While the 
incidences of filing such liens have occurred 
in all regions of the country, they are most 
prevalent in Washington and other western 
states. 

The responsibility to initiate legal action 
to remove these liens typically falls upon As-
sistant United States Attorneys (‘‘AUSA’’), 
who represent the judges. The forms of re-
sponse vary according to the state law and 
the circumstances. It is sometimes necessary 
for the AUSA to bring action in state court 
for the removal of liens. In some cir-
cumstances, an action to remove the liens 
may be brought in federal court, and in oth-
ers, state court proceedings are commenced 
and removed to federal court under the pro-
visions of 28 U.S.C. § 1452. In some cases, the 
AUSA may seek an injunction against fur-
ther filing of liens by the litigant. All of 
these methods are difficult and time con-
suming. 

The pendency of these liens prior to their 
removal has caused some judges great incon-
venience and personal financial difficulty. 
There is no current federal statute under 
which persons engaging in this tactic may be 
prosecuted. Thus, a new federal criminal 
sanction is needed to deter the practice. This 
proposal would create a new provision in the 
federal criminal code, punishing any person 
who files a false lien or encumbrance against 
the property of any federal Judge. The new 
statute would provide a maximum sentence 
on the first offense of up to five years. 

Sec. 213. Appointing Authority for Circuit 
Librarians. 

This section amends Section 713 of title 28, 
United States Code, to provide that circuit 
librarians shall be selected and hired by the 
circuit council rather than the circuit court 
of appeals. In recognition of the fact that 
circuit librarians assist judges and clerks 
from all courts, including district, bank-
ruptcy and magistrate judges as well as ap-
pellate court judges, it is more appropriate 
for the circuit judicial council to hire the 
circuit librarian, rather than the appellate 
court. 

Sec. 214. Judicial Branch Security 
Requirements. 

This section would enhance the ability of 
the Judicial Conference to determine the se-
curity required for the protection of judges, 
court employees, law enforcement officers, 
jurors and other members of the public who 
are regularly in federal courthouses and 
other buildings used by the Judicial Branch. 
The judiciary has the ability to make a de-
termination of its requirements in all other 
areas of operations. Only in security, per-
haps the most critical area, does the judici-
ary lack the authority to determine basic re-
quirements. 

Currently, the U.S. Marshals Service 
(USMS) and the General Services Adminis-
tration (GSA) share the responsibility for ju-
diciary security. In recent years, the judici-
ary has been transferring to the USMS in-
creasing amounts of funding for court secu-
rity officers and courthouse security equip-
ment from the judiciary court security ap-
propriation. Yet, the Judicial Conference 
currently lacks sufficient information from 
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the USMS to fully participate in assessing 
the effectiveness of the security program 
upon which the judiciary so heavily depends. 

The judiciary seeks to work cooperatively 
with the USMS in setting security require-
ments, as required by statute. In order for 
the judiciary to participate in the deter-
mination of security requirements, the judi-
ciary will need information from the USMS 
including, for example, the current security 
standards, the allocation of personnel, anal-
yses regarding equipment, and resource 
needs. This information is necessary to help 
the judiciary determine weaknesses and po-
tential improvements in its security. It will 
also help the judiciary to provide support for 
the USMS budget throughout each funding 
cycle. 

This section would not alter the responsi-
bility of the USMS for protection of the judi-
ciary in buildings occupied by the courts, 
pursuant to a memorandum of understanding 
between the GSA and the USMS, under 
which authority has been delegated to the 
USMS for the security of federal court-
houses. The USMS would still be responsible 
for the security of the judges and the court 
facilities. Examples of security requirements 
which the judiciary could determine include 
the need for deputy marshals in certain pro-
ceedings and whether electronic devices 
should be allowed into courthouses. 

With this authority, the judiciary will 
have a relationship with the USMS that is 
similar to the one it has with the GSA. The 
Director of the Administrative Office of the 
U.S. Courts has the statutory authority to 
provide accommodations to the courts, but 
lacks real property authority. Therefore, the 
judiciary identifies and defines space re-
quirements for the courts and helps to sup-
port the GSA budget request for courthouse 
construction. The GSA determines how to 
fulfill the judiciary’s space requirements and 
actually constructs the courthouses. The ju-
diciary seeks this same arrangement with 
the USMS—a partnership in achieving an 
end that is agreed to and supported by the 
judiciary. 

This section provides the Judiciary Con-
ference with the authority to ‘‘determine’’ 
judiciary security needs. That determination 
is obviously not intended to mean the USMS 
is required by law to implement what the de-
termination or assessment may be. It also, 
obviously, does not mean that Congress is 
under some obligation to fund what the judi-
ciary ‘‘determines’’ it needs. However, it is 
important for the judiciary to have a voice 
in setting its own security requirements. 
This provision would give the judiciary that 
voice. 

Sec. 215. Bankruptcy, Magistrate, and 
Territorial Judges Life Insurance. 

Prior to October 1998, Article III judges 
had the exclusive right to carry full Federal 
Employees’ Group Life Insurance (FEGLI) 
coverage into retirement, and many judges 
relied on this coverage in developing their fi-
nancial and estate plans. In 1998, after Con-
gress enacted legislation expanding this ben-
efit to all federal employees, the Office of 
Personnel Management proposed rate 
changes in FEGLI premiums that would sig-
nificantly increase for judges the cost of 
maintaining the insurance and, for older 
judges, make continued coverage prohibi-
tively expensive. To minimize the impact of 
this regulatory change, Congress enacted 
legislation, Public Law No. 106–113 (the 
‘‘FEGLI fix’’), authorizing the Director of 
the Administrative Office, on direction of 
the Judicial Conference, to pay the cost of 
any increase. 

Public Law No: 106–518, the Federal Courts 
Improvement Act of 2000, included a provi-
sion extending the ‘‘FEGLI fix’’ to the Court 

of Federal Claims by providing that a retired 
Claims Court judge is a ‘‘judge of the United 
States’’ for purposes of Federal Employees’ 
Group Life Insurance (FEGLI) coverage. This 
section would extend that benefit to Bank-
ruptcy, Magistrate, and Territorial Judges. 

Sec. 216. Health Insurance for Surviving 
Family and Spouses of Judges. 

Federal retirees (executive branch and 
Congressional employees) and their sur-
viving spouses retain their eligibility for 
Federal Employees Health Benefits (FEHB) 
health coverage at the same cost as current 
employees. In order to carry FEHB coverage 
into retirement, retirees must have been 
continuously enrolled (or covered as a family 
member) in any FEHB plan(s) for the 5 years 
of service immediately before the date the 
annuity starts, or for the full period(s) of 
service since the retiree’s first opportunity 
to enroll (if less than 5 years). 

Unlike surviving family and spouses of fed-
eral employees (and retirees) in the execu-
tive branch and Congressional branch, the 
surviving spouses of Article III judges (not 
enrolled in the Judicial Survivors’ Annuities 
System) are not eligible to continue Federal 
Employees Health Benefits (FEHB) in the 
event of the judge’s death. The surviving 
spouses of employees who have been enrolled 
for five years or more immediately before 
their deaths may elect to continue FEHB 
coverage. The surviving family and spouses 
of deceased federal judges are not eligible to 
continue to receive health benefits unless 
the judge, within the first six months of en-
tering service, elects to participate in a sur-
vivors’ annuity program. 

This section would provide the same ben-
efit regarding the FEHB program to sur-
viving family (the spouse or unmarried de-
pendent child under 22 years of age) of a Jus-
tice, judge, territorial judge, judge of the 
Court of Federal Claims, bankruptcy judge 
or full-time magistrate judge. 

Mr. LEAHY. Mr. President, today, I 
am pleased to introduce a bill that 
would greatly improve the administra-
tion and efficiency of our Federal court 
system. The Federal Courts Improve-
ment Act of 2004 is an attempt to assist 
our hard working Federal judiciary by 
replacing antiquated processes and bu-
reaucratic hurdles with the necessary 
tools for the 21st century. 

I thank my colleagues for joining 
Senator HATCH and me in supporting 
this bipartisan measure. 

In recent years, the job of the Fed-
eral judge has changed considerably. 
Today, Federal judges at both the trial 
and appellate level are hearing more 
cases with fewer available judicial re-
sources. We have a responsibility to 
pass legislation that helps them keep 
up with changing times and cir-
cumstances. 

The judicial branch of Government 
occupies a place in the constitutional 
scheme of equal responsibility and im-
portance as the Congress and the Presi-
dency. Just like it is the judiciary’s 
duty to mete out justice in a neutral 
and unbiased means, it is this branch’s 
duty to provide the requisite tools so 
that the Federal judiciary can main-
tain its prominent place in the Amer-
ican system of Government. 

For the last 20 years I have served on 
the Senate Judiciary Committee and I 
have worked hard to preserve a fair, 
independent and efficient judiciary. To 

further this goal, this body has passed 
a number of important judicial reforms 
over the past decade. The legislation 
under consideration today, like those 
passed in recent years, assists the Fed-
eral judiciary in achieving its goals 
and fulfilling its constitutional duties. 
While I am pleased with many of the 
reforms that have been implemented in 
recent years, other necessary measures 
that have been considered have not 
been implemented. 

For example, last year I introduced 
legislation that would have provided 
Federal judges with a substantial pay 
raise as an attempt to rectify the fact 
that Federal judges earn far less than 
their counterparts in the private sec-
tor. I feel that it is completely unrea-
sonable that judges do not automati-
cally receive an annual cost-of-living 
adjustment that nearly every other 
Federal employee receives. Chief Jus-
tice Rehnquist has observed that, ‘‘in-
adequate compensation seriously com-
promises the judicial independence fos-
tered by life tenure. That low salaries 
might force judges to return to the pri-
vate sector rather than stay on the 
bench risks affecting judicial perform-
ance—instead of serving for life, those 
judges would serve the terms their fi-
nances would allow.’’ It was for these 
reasons that I was very disappointed 
that the legislation was not enacted 
after it was reported favorably by the 
Judiciary Committee. While I under-
stand that we are now in a time of 
record deficits, we should not be so 
constrained as to jeopardize the inde-
pendence of our Federal judiciary. 

I am disappointed that the legisla-
tion introduced today does not seek to 
rectify the inadequacy of judicial pay. 
Nevertheless, it will assist the Federal 
judiciary by addressing some of its in-
stitutional inefficiencies and dispari-
ties. For example, this bill will 
strengthen the jury system, establish 
parity in judicial benefits, protect 
against identity theft, respond to 
changes in technology, and recognize 
the important role of magistrate 
judges in our Federal justice system. I 
am happy to respond to these requests 
made by the Judicial Conference of the 
United States. 

By Mrs. BOXER (for herself and 
Mrs. FEINSTEIN): 

S. 2397. A bill to adjust the boundary 
of the John Muir National Historic 
Site, and for other purposes; to the 
Committee on Energy and Natural Re-
sources. 

Mrs. BOXER. Mr. President, today I 
am introducing a bill with my col-
league, Senator FEINSTEIN, to adjust 
the boundary of the John Muir Na-
tional Historic Site. This bill, which is 
identical to legislation introduced in 
the House by Representative GEORGE 
MILLER, would allow the Park Service 
to obtain a small parcel of property to 
create a parking area for the John 
Muir National Historic Site. This 
would make access to the site much 
easier. 
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Naturalist John Muir lived in Mar-

tinez, CA, from 1890 until his death in 
1914. While living in Martinez, Muir 
served as the first president and one of 
the founders of the Sierra Club, played 
a prominent role in the creation of sev-
eral national parks, and wrote numer-
ous articles and books on the impor-
tance of conservation. In 1964, John 
Muir’s former residence became part of 
the National Park Service. Designated 
as a National Historic Site, John 
Muir’s estate provides valuable open 
space in the San Francisco Bay area. 

In 1988, Congress enacted legislation 
to expand the John Muir Historic Site. 
Included in this site expansion was a 
3.3 acre parcel of land owned by the 
city of Martinez, which was donated by 
the city to the National Park Service. 
Following a survey conducted as part 
of the development of the General 
Management Plan, the Park Service 
discovered that a two-tenths acre tri-
angle adjacent to the acquired parcel 
did not appear to have an owner. 

Enactment of this legislation would 
allow the Park Service to either ac-
quire the land, if an heir or owner is 
identified, or condemn the property if 
an heir or owner is not found. When the 
title to the land is clear, the Park 
Service wants to construct a parking 
area in order to meet the growing 
needs of the site users. This 9,500 
square foot addition to the John Muir 
National Historic Site would allow the 
proposed parking area to accommodate 
school busses and provide 12 additional 
parking spaces. 

This bill authorizes a noncontrover-
sial boundary adjustment and is sup-
ported by Contra Costa County and the 
city of Martinez. I urge my colleagues 
to support this legislation. 

By Mr. HATCH (for himself and 
Mr. BENNETT): 

S. 2398. A bill to designate the Fed-
eral building located at 324 Twenty- 
fifth Street in Ogden, Utah, as the 
James V. Hansen Building; to the Com-
mittee on Environment and Public 
Works. 

Mr. HATCH. Mr. President, I am in-
troducing legislation along with Sen-
ator BENNETT to designate the Federal 
building located at 324 Twenty-fifth 
Street in Ogden, Utah, as the James V. 
Hansen Federal Building. 

I am pleased to introduce this meas-
ure today to honor my friend from 
Utah, former Congressman Jim Han-
sen. I am joined by my colleague Sen-
ator BENNETT, who has also worked ex-
tensively with Congressman Hansen on 
issues important to the people of Utah. 

Congressman Hansen retired last 
year after serving in the United States 
House of Representatives, representing 
Utah’s First Congressional District, for 
22 years. Before his 11 terms in Con-
gress, he served in the Utah State Leg-
islature for 8 years, where he ascended 
to the role of speaker of the Utah 
House of Representatives. For 12 years, 
he served on the Farmington City 
Council. He is a veteran of the Korean 

War and served in the United States 
Navy. 

Congressman Hansen has served the 
people of Utah with great distinction 
in the House of Representatives. He 
served as the Chairman of the House 
Resources Committee, as a senior 
member on the Armed Services Com-
mittee, and as a member of the House 
Ethics Committee,. He is one of the 
three founders of the Western Caucus 
and served as its chairman from 1988 to 
1999. 

While serving as the Chairman of the 
Resources Committee, Congressman 
Hansen guided hundreds of difficult and 
complex bills through the legislative 
process. He sponsored numerous pieces 
of legislation to protect land in Utah 
and the Arizona Strip, and designate 
wilderness lands in Wyoming and Mon-
tana. 

Congressman Hansen proved to be an 
effective broker in the Congress, as he 
crafted numerous agreements that pro-
vided sensible policies to encourage 
multiple use of public lands, preserva-
tion of the environment, and sound 
economic principles. As the Resources 
Committee Chairman, Congressman 
Hansen facilitated compromises and 
negotiated many agreements among di-
verse parties. 

Congressman Hansen also rose to the 
role of the ranking member of the 
House Armed Services Committee. He 
was instrumental in helping preserve 
Hill Air Force Base through three 
rounds of base closures. While on the 
Committee, he led the effort to stop 
President Clinton’s attempt to transfer 
work being conducted at Hill Air Force 
Base to California. He came to be 
known as an expert leader on defense 
issues, and he has a distinguished rep-
utation for speaking with authority on 
intricate military topics. 

Congressman Hansen served longer 
than any member to date on the House 
Committee on Standards of Official 
Conduct. His colleagues in the House 
reappointed him three times, and in 
the third term he served as Chairman. 
When Hansen was a freshman in Con-
gress, he worked with President Ronald 
Regan to establish the Presidential 
Commission on Drunk Driving. In the 
first year of the program, the number 
of deaths resulting from drunk driving 
declined by 4,700. 

Over the course of his life, Congress-
man Hansen has built a reputation as a 
decent, commonsense, hard-working 
public servant. He is respected by 
members on both sides of the aisle as a 
straightforward, rational lawmaker 
who works hard to reach sensible solu-
tions. 

Mr. President, it is only fitting that 
the Federal building in Ogden bear 
Congressman Hansen’s name. He de-
voted time, energy, and talent to im-
proving the State of Utah. The name of 
Jim Hansen will bring a level of trust, 
a level of fairness, and a level of under-
standing to all who enter this building. 
His name will continue to be synony-
mous with excellence in public service 
in Utah. 

Congressman Hansen advocated what 
was best for his constituents and what 
was best for the Nation. I thank Con-
gressman Hansen, and I wish him the 
best in the activities he chooses to pur-
sue. 

Senator BENNETT and I are pleased to 
introduce this companion legislation in 
the Senate. I note that Representative 
CANNON has introduced a companion 
bill which has been passed by the 
House of Representatives. I hope this 
measure will be approved by the Senate 
in short order. 

By Mr. FITZGERALD (for him-
self and Mr. KENNEDY): 

S. 2399. A bill to provide for the im-
provement of physical activity and nu-
trition and the prevention of obesity 
for all Americans; to the Committee on 
Health, Education, Labor, and Pen-
sions. 

Mr. FITZGERALD. Mr. President, I 
rise today to introduce the Healthy 
Lifestyles Act of 2004 with Senator 
KENNEDY. This bill places the crafting 
of the Dietary Guidelines for Ameri-
cans squarely on the shoulders of the 
independent Institute of Medicine of 
the National Academies of Sciences. 
This bill also establishes several grant 
programs to help curb the obesity epi-
demic that plagues more than one- 
third of Americans. 

In the United States, approximately 
300,000 of our citizens die each year as 
a result of being overweight or obese. 
This information becomes even more 
dire when you consider that 64 percent 
of adults and 13 percent of children and 
adolescents are overweight, according 
to the Centers for Disease Control and 
Prevention. More staggering, twice as 
many children and three times as 
many adolescents are characterized as 
overweight today as in 1980—when the 
Federal Government, through the U.S. 
Department of Agriculture, first pub-
lished the Dietary Guidelines. In 1990, 
Congress took a larger role in the es-
tablishment of these Guidelines and 
passed legislation requiring the USDA 
and HHS to review, and, if necessary, 
revise the Guidelines every 5 years. 

According to the CDC, in 1985, in no 
State in the union were more than 14 
percent of the resident’s obese, but in 
2001, in every State but Colorado more 
than 15 percent of residents were obese. 
My own State of Illinois dramatically 
demonstrates this disturbing trend. Ac-
cording to CDC, in 1985, less than 10 
percent of Illinois residents were obese. 
By 2001, between 20 and 24 percent of Il-
linois residents were obese. 

Furthermore, according to the CDC, 
the medical expenses of the overweight 
and obese accounted for 9.1 percent of 
total U.S. medical expenditures in 1998 
and may have reached as high as $78.5 
billion. Approximately half of these 
costs were paid by Medicaid and Medi-
care. 

It is time to fix this dysfunctional 
system. By placing the IOM in charge 
of drafting the Dietary Guidelines, we 
can help to ensure that the Guidelines 
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are based upon unbiased, sound, sci-
entific evidence rather than which or-
ganization has the greatest influence. 
When dealing with the health and wel-
fare of Americans, we can expect no 
less. 

Additionally, this measure directs 
the IOM to examine nutrition pro-
grams run by the Federal Government, 
an important step to discern whether 
USDA, HHS, and other Federal agen-
cies are properly conducting nutrition 
research. 

While many factors contribute to 
this growing health crisis, the problem, 
in part, may be attributed to a lack of 
nutrition and fitness information 
available to the public, especially 
among low-income groups. This bill 
will help our communities to a better 
job of educating Americans about prop-
er nutrition and the serious risks asso-
ciated with obesity. The Federal Gov-
ernment can fund all the research that 
it wants, but that research will do no 
good unless it is properly commu-
nicated to the public. 

This legislation empowers schools, 
local and State governments, and em-
ployers, through grant programs, to es-
tablish obesity-prevention initiatives. 
We can only limit the prevalence of 
obesity in America by empowering the 
individual through grassroots and com-
munity programs to change their eat-
ing and exercise behaviors. Obesity is 
not only a preventable disease, it is a 
curable disease. By encouraging more 
physical activity and better eating 
habits, we can help reduce the size of 
waistbands in America and help curb 
heart disease, type II diabetes rates, 
and other obesity-related diseases. 

In communities at risk for poor nu-
trition, this legislation provides grant 
funding to help promote the consump-
tion of foods that are consistent with 
the Dietary Guidelines and to promote 
water as the main daily drink choice 
for people. The measure provides 
grants to train health professionals 
and health science students in identi-
fying, preventing, and treating obesity- 
related conditions. 

With 64 percent of the people in our 
country classified as overweight or 
obese, it is obvious that the Dietary 
Guidelines and Federal nutrition moni-
toring programs have failed. I thank 
Senator KENNEDY for joining me today 
to introduce the Healthy Lifestyles Act 
of 2004. We owe it to the American peo-
ple to disseminate unbiased, sound, sci-
entific nutrition information. I urge 
my colleagues to support this impor-
tant piece of legislation. 

I ask unanimous consent that the 
text of the bill be printed in the 
RECORD. 

S. 2399 

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in 
Congress assembled, 

SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Healthy 
Lifestyles Act of 2004’’. 

SEC. 2. ACTIVITIES RELATING PHYSICAL ACTIV-
ITY. 

Part P of title III of the Public Health 
Service Act (42 U.S.C. 280g et seq.) is amend-
ed by adding at the end the following: 
‘‘SEC. 399O. INCREASING PHYSICAL ACTIVITY. 

‘‘(a) IN GENERAL.—The Secretary, in col-
laboration with the Director of the Centers 
for Disease Control and Prevention, the Sec-
retary of Education, the Secretary of Labor, 
and the Director of the Federal Highway Ad-
ministration, shall establish and implement 
activities for the purpose of increasing phys-
ical activity in schools, worksites, and com-
munities. 

‘‘(b) SCHOOLS.—The Director of the Centers 
for Disease Control and Prevention, in col-
laboration with the Secretary of Education 
shall award grants to public elementary and 
secondary schools for programs that sup-
port— 

‘‘(1) the provision of daily physical edu-
cation for students in kindergarten through 
grade 12 through programs that are con-
sistent with the Guidelines for Physical Ac-
tivity as reported by Centers for Disease 
Control and Prevention and the American 
College of Sports Medicine and National 
Physical Education Standards; 

‘‘(2) the implementation of comprehensive 
school curricula and school-based physical 
activity programs that provide education 
about lifelong physical activity; 

‘‘(3) training for school personnel that pro-
vides the knowledge and skills needed to ef-
fectively teach lifelong physical activity; 
and 

‘‘(4) evaluations of school physical edu-
cation programs and facilities at annual in-
tervals to determine the extent to which na-
tional guidelines described in paragraph (1) 
are met. 

‘‘(c) WORKSITES.—The Director of the Cen-
ters for Disease Control and Prevention and 
the Secretary of Labor, shall award grants to 
eligible entities as determined by the Direc-
tor, which may include labor organizations, 
trade associations, trade groups, and busi-
nesses for the establishment of projects that 
include— 

‘‘(1) the development of activity friendly 
worksites (which may include the provision 
of facilities for physical activity, accessible 
and attractive stairwells, walking trails, and 
supportive management practices) that en-
courage employee participation in physical 
activity; 

‘‘(2) the development of worksite wellness 
programs that improve physical activity by 
increasing the knowledge, attitudes, skills, 
and behaviors of employees; and 

‘‘(3) the development of employee incentive 
programs (such as cafeteria discounts, health 
club memberships, small cash bonuses, and 
time off) to increase the participation of em-
ployees in worksite health promotion pro-
grams that increase physical activity. 

‘‘(d) COMMUNITIES.—The Director of the 
Centers for Disease Control and Prevention, 
the Secretary of Transportation, and Sec-
retary of the Interior shall award grants for 
the implementation and evaluation of activi-
ties that may include— 

‘‘(1) projects to design pedestrian zones and 
construct safe walkways and cycling paths; 

‘‘(2) projects that create greenways and 
open-space areas linking parks, nature pre-
serves, and cultural or historic sites with 
each other and with populated areas such as 
residential communities and business loca-
tions; 

‘‘(3) initiatives to increase the use of walk-
ing and bicycling as a transportation mode 
by creating or enhancing informational out-
reach to parks or community recreation cen-
ters; and 

‘‘(4) community-wide campaigns designed 
to increase physical activity as part of 

multicomponent efforts that include strate-
gies such as support of self help groups, 
physical activity counseling, risk factor 
screening and education, and environmental 
or policy changes such as the creation of 
walking trails. 

‘‘(g) EVALUATION.—Not later than 2 years 
after the date on which a grant is awarded 
under this section, the grantee shall submit 
to the Director of the Centers for Disease 
Control and Prevention a report that de-
scribes the activities carried out with funds 
receive under the grant and the effectiveness 
of such activities in increasing physical ac-
tivity. 

‘‘(g) AUTHORIZATION OF APPROPRIATIONS.— 
There is authorized to be appropriated to 
carry out this section, such sums as may be 
necessary for each of fiscal years 2005 
through 2009.’’. 
SEC. 3. IMPROVING NUTRITIONAL INTAKE. 

Section 301 of the The National Nutrition 
Monitoring and Related Research Act of 1990 
(7 U.S.C. 5341) is amended to read as follows: 
‘‘SEC. 301. DIETARY GUIDELINES. 

‘‘(a) IN GENERAL.—Not later than 3 months 
after the date of enactment of the Healthy 
Lifestyles Act of 2004, and at least every 5 
years thereafter, the Secretary of Health and 
Human Services shall enter into a contract 
with the Institute of Medicine for the devel-
opment and publication of a report con-
taining the ‘Dietary Guidelines for Ameri-
cans’. 

‘‘(b) GUIDELINES.—Each report under sub-
section (a) shall— 

‘‘(1) be complete within 1 year of the date 
on which the contract was entered into 
under such subsection for such report; and 

‘‘(2) contain— 
‘‘(A) an evaluation of scientific and med-

ical knowledge relating to healthy diets and 
nutrition; 

‘‘(B) dietary guidelines for Americans, with 
specifications for different ages and other 
segments of the population as determined 
appropriate by the Institute of Medicine. 

‘‘(c) SUBMISSION.—The Institute of Medi-
cine shall submit a final report under each 
contract under subsection (a) to the Sec-
retary of Health and Human Services, appro-
priate committees of Congress, and the gen-
eral public. 

‘‘(d) USE.—The Secretary of Health and 
Human Services shall ensure that dietary 
guidelines established under this section 
serve as the basis of any food, nutrition or 
health program conducted or operated by 
each Federal health agency. 

‘‘(e) FOOD GUIDE PYRAMID.—In accordance 
with the dietary guidelines published in the 
report under subsection (b), the Secretary 
shall publish revisions to the guide com-
monly known as the ‘food guide pyramid’ or 
any successor to such guide.’’. 
SEC. 4. IMPROVING THE USE OF DIETARY INFOR-

MATION AND GUIDELINES. 
(a) IN GENERAL.—The Secretary of Health 

and Human Services shall enter into a con-
tract with the Institute of Medicine for the 
conduct of a study and the making of rec-
ommendations concerning the implementa-
tion and dissemination of dietary informa-
tion and nutrition guidelines. 

(b) CONTENT.—The recommendations made 
under subsection (a) shall address the fol-
lowing: 

(1) The implementation of nutrition guide-
lines and dietary information in Federal pro-
grams. 

(2) The dissemination of nutrition guide-
lines and dietary information to the public. 

(3) The coordination, collaboration, and in-
tegration of nutrition activities within and 
across the Federal agencies and programs. 

(4) A means for ensuring scientific integ-
rity in the implementation and dissemina-
tion of dietary information and nutrition 
guidelines. 
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(5) A means for evaluating the impact of 

nutrition guidelines and dietary informa-
tion. 

(6) Other issues determined appropriate by 
the Institute of Medicine. 

(c) SUBMISSION.—Not later than 1 year 
after the date of enactment of this Act, the 
Institute of Medicine shall submit to the 
Secretary of Health and Human Services, the 
appropriate committees of Congress, and the 
public, a report that contains the findings of 
the study and recommendations under sub-
section (a). 

(d) IMPLEMENTATION.— 
(1) IN GENERAL.—Not later than 1 year after 

the submission of the report under sub-
section (c), the Secretary of Health and 
Human Services, in collaboration with the 
Secretary of Agriculture, shall prepare and 
publish a plan relating to the strategy of the 
Secretary to implement the recommenda-
tions made pursuant to subsection (a). 

(2) PUBLIC COMMENT.—The Secretary of 
Health and Human Services shall request 
public review and comment during the devel-
opment of the plan under paragraph (1). The 
final plan shall describe the comments re-
ceived and how comments were incorporated 
into the plan. 

(3) IMPLEMENTATION REPORTS.—Not later 
than 3 years after the date of enactment of 
this Act, and biennially thereafter, the Sec-
retary of Health and Human Services shall 
evaluate and report to Congress on the ef-
forts of the Department of Health and 
Human Services to implement the rec-
ommendations made pursuant to subsection 
(a). 
SEC. 5. INCREASING THE INTAKE OF NUTRI-

TIONAL FOODS. 
Part P of title III of the Public Health 

Service Act (42 U.S.C. 280g et seq.), as 
amended by section 2, is further amended by 
adding at the end the following: 
‘‘SEC. 399P. INCREASING THE INTAKE OF NUTRI-

TIONAL FOODS. 
‘‘(a) IN GENERAL.—The Secretary, in col-

laboration with the Director of the Centers 
for Disease Control and Prevention, the Sec-
retary of Education, and the Secretary of 
Agriculture, shall establish and implement 
activities to improve the consumption of nu-
tritional foods (such as fruits and vegetables, 
and foods that are low in fat, sugar, and salt) 
in communities. 

‘‘(b) COMMUNITIES.—The Secretary, acting 
through the Director of the Centers of Dis-
ease Control and Prevention, shall award 
grants for projects that— 

‘‘(1) implement campaigns, in communities 
at risk for poor nutrition, that are designed 
to promote the intake of foods consistent 
with established dietary guidelines through 
the use of different types of media including 
television, radio, newspapers, movie thea-
ters, billboards, and mailings; 

‘‘(2) implement campaigns, in communities 
at risk for poor nutrition, that promote 
water as the main daily drink choice 
through the use of different types of media 
including television, radio, newspapers, 
movie theaters, billboards, and mailings; 

‘‘(3) conduct outreach to commercial food 
establishments, grocery stores, and other 
food suppliers, to increase the availability 
and accessibility of healthy foods and bev-
erages; 

‘‘(4) partner with national programs that 
provide parents and mentors with the skills 
to help guide and influence healthy meals 
and snack selections for children and adoles-
cents; and 

‘‘(5) partner with national afterschool and 
summer programs that provide children with 
the education and skills needed to make 
healthy meal and snack selections. 

‘‘(c) HEALTH PROFESSIONALS.—The Sec-
retary, acting through the Administrator of 

the Health Resources and Services Adminis-
tration, shall award grants to— 

‘‘(1) support the development, implementa-
tion, and evaluation of curricula to educate 
and train health professionals about effec-
tive nutrition education and counseling 
strategies for obese individuals and parents 
of overweight children, with emphasis on the 
Dietary Guidelines for Americans or other 
nationally accepted standards; and 

‘‘(2) use information technology to develop, 
implement, and evaluate the effectiveness of 
dietary counseling in health care settings. 

‘‘(d) EVALUATION.—Not later than 12 
months after the date on which a grant is 
awarded under this section, the grantee shall 
submit to the Director of the Centers for 
Disease Control and Prevention a report that 
describes the activities carried out with 
funds received under the grant and the effec-
tiveness of such activities in improving the 
intake of nutritional foods. 

‘‘(e) AUTHORIZATION OF APPROPRIATIONS.— 
There is authorized to be appropriated to 
carry out this section, such sums as may be 
necessary for each of fiscal years 2005 
through 2009. 
SEC. 6. FEDERAL OBESITY PREVENTION AND 

CONTROL ACTIVITIES. 
Part P of title III of the Public Health 

Service Act (42 U.S.C. 280g et seq.), as 
amended by section 5, is further amended by 
adding at the end the following: 
‘‘SEC. 399Q. FEDERAL OBESITY PREVENTION AND 

CONTROL ACTIVITIES. 
‘‘(a) IN GENERAL.—The Secretary, acting 

through the Director of the Centers for Dis-
ease Control and Prevention, shall directly 
or through a grant to an eligible entity, con-
duct, support, and promote the coordination 
of research, investigations, demonstrations, 
training, and studies relating to the preven-
tion, control, and surveillance of obesity. 

‘‘(b) DUTIES OF THE SECRETARY.—The ac-
tivities of the Secretary under subsection (a) 
shall include— 

‘‘(1) the collection, publication, and anal-
ysis of data on the prevalence and incidence 
of obesity; 

‘‘(2) the development of uniform data sets 
for public health surveillance and clinical 
quality improvement activities; 

‘‘(3) the identification of evidence-based 
and cost-effective best practices for the pre-
vention, diagnosis, management, and treat-
ment of obesity; 

‘‘(4) research, including research on behav-
ioral interventions to prevent obesity and on 
other evidence-based best practices relating 
to obesity prevention, diagnosis, manage-
ment, and care; and 

‘‘(5) demonstration projects, including 
community-based programs of obesity pre-
vention and control, and similar collabora-
tions with academic institutions, hospitals, 
health insurers, researchers, health profes-
sionals, and nonprofit organizations. 

‘‘(c) TRAINING AND TECHNICAL ASSIST-
ANCE.—With respect to the planning, devel-
opment, and operation of any activity car-
ried out under subsection (a), the Secretary 
may provide training, technical assistance, 
supplies, equipment, or services, and may as-
sign any officer or employee of the Depart-
ment of Health and Human Services to a 
State or local health agency, or to any pub-
lic or nonprofit entity designated by a State 
health agency, in lieu of providing grant 
funds under this section. 

‘‘(d) OBESITY PREVENTION AND CONTROL RE-
SEARCH AT THE CENTERS FOR DISEASE CON-
TROL AND PREVENTION CENTERS.—The Sec-
retary shall provide additional grant support 
under this section for research projects at 
the Centers for Prevention Research of the 
Centers for Disease Control and Prevention 
to encourage the expansion of research port-

folios at the Centers for Prevention Research 
to include obesity specific research activities 
related to the prevention and control of obe-
sity. 

‘‘(e) AUTHORIZATION OF APPROPRIATIONS.— 
There are authorized to be appropriated to 
carry out this section, such sums as may be 
necessary for each of fiscal years 2005 
through 2009.’’. 
SEC. 7. STATE OBESITY PREVENTION AND CON-

TROL ACTIVITIES. 
Part P of title III of the Public Health 

Service Act (42 U.S.C. 280g et seq.), as 
amended by section 6, is further amended by 
adding at the end the following: 
‘‘SEC. 399R. STATE OBESITY PREVENTION AND 

CONTROL PROGRAMS. 
‘‘(a) IN GENERAL.—The Secretary shall 

award grants to eligible entities to provide 
support for comprehensive obesity preven-
tion and control programs and to enable 
such entities to provide public health sur-
veillance, prevention, and control activities 
related to obesity. 

‘‘(b) ELIGIBILITY.—To be eligible to receive 
a grant under this section, an entity shall— 

‘‘(1) be a State or an Indian tribe; and 
‘‘(2) submit to the Secretary an application 

at such time, in such manner, and con-
taining such agreements, assurances, and in-
formation as the Secretary may require, in-
cluding a comprehensive obesity control and 
prevention plan that— 

‘‘(A) is developed with the advice of stake-
holders from the public, private, and non-
profit sectors that have expertise relating to 
obesity prevention, control, and treatment; 

‘‘(B) is intended to reduce the morbidity of 
obesity, with priority on preventing and con-
trolling obesity in at-risk populations and 
reducing disparities in obesity prevention, 
diagnosis, management, and quality of care 
in underserved populations; and 

‘‘(C) describes the obesity-related services 
and activities to be undertaken or supported 
by the entity. 

‘‘(c) USE OF FUNDS.—An eligible entity 
shall use amounts received under a grant 
awarded under subsection (a) to conduct, in 
a manner consistent with the comprehensive 
obesity prevention and control plan sub-
mitted by the entity in the application under 
subsection (b)(2)— 

‘‘(1) public health surveillance and epide-
miological activities relating to the preva-
lence of obesity and assessment of disparities 
in obesity prevention, diagnosis, manage-
ment, and care; and 

‘‘(2) public information and education pro-
grams. 

‘‘(d) AUTHORIZATION OF APPROPRIATIONS.— 
There are authorized to be appropriated to 
carry out this section, such sums as may be 
necessary for each of fiscal years 2005 
through 2009.’’. 
SEC. 8. STATE OBESITY PREVENTION AND CON-

TROL ACTIVITIES. 
Part P of title III of the Public Health 

Service Act (42 U.S.C. 280g et seq.), as 
amended by section 7, is further amended by 
adding at the end the following: 
‘‘SEC. 399S. COMPREHENSIVE OBESITY PREVEN-

TION ACTION GRANTS. 
‘‘(a) IN GENERAL.—The Secretary shall 

award grants on a competitive basis to eligi-
ble entities to enable such eligible entities 
to assist in the implementation of a national 
strategy for obesity prevention and control. 

‘‘(b) ELIGIBILITY.—To be eligible to receive 
a grant under this section, an entity shall— 

‘‘(1) be a national public or private non-
profit entity; and 

‘‘(2) submit to the Secretary an application 
at such time, in such manner, and con-
taining such agreements, assurances, and in-
formation as the Secretary may require, in-
cluding a description of how funds received 
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under a grant awarded under this section 
will— 

‘‘(A) supplement or fulfill unmet needs 
identified in the comprehensive obesity pre-
vention and control plan of a State or Indian 
tribe; and 

‘‘(B) otherwise help achieve the goals of an 
obesity prevention strategic plan designated 
by the Secretary. 

‘‘(c) PRIORITY.—In awarding grants under 
this section, the Secretary shall give pri-
ority to eligible entities submitting applica-
tions proposing to carry out programs for 
preventing and controlling obesity in at-risk 
populations or reducing disparities in under-
served populations. 

‘‘(d) USE OF FUNDS.—An eligible entity 
shall use amounts received under a grant 
awarded under subsection (a) for 1 or more of 
the following purposes: 

‘‘(1) To expand the availability of physical 
activity programs designed specifically for 
people with obesity. 

‘‘(2) To provide awareness education to pa-
tients, family members, and health care pro-
viders, to help such individuals recognize 
risk factors for obesity, and to address the 
control and prevention of obesity. 

‘‘(3) To decrease the long-term con-
sequences of obesity by making information 
available to individuals with regard to obe-
sity prevention. 

‘‘(4) To provide information on nutrition 
education programs with regard to pre-
venting or mitigating the impact of obesity. 

‘‘(e) EVALUATION.—An eligible entity that 
receives a grant under this section shall sub-
mit to the Secretary an evaluation of the op-
erations and activities carried out under 
such grant that includes an analysis of in-
creased utilization and benefit of public 
health programs relevant to the activities 
described in subsection (d). 

‘‘(f) AUTHORIZATION OF APPROPRIATIONS.— 
There are authorized to be appropriated to 
carry out this section, such sums as may be 
necessary for each of fiscal years 2005 
through 2009.’’. 

Mr. KENNEDY. Mr. President, it is a 
privilege to join Senator FITZGERALD 
in introducing the Healthy Lifestyles 
Act. This important bill will give fami-
lies greater access to practical infor-
mation on nutrition and physical ac-
tivity and enable Americans of all 
ages, especially the young, to live 
healthier, fitter, and longer lives. 

Two-thirds of our citizens are over-
weight. The cost of diseases associated 
with obesity has been estimated at $117 
billion each year. Physical inactivity 
and unhealthy eating, the two primary 
causes, are responsible for at least 
300,000 preventable deaths each year in 
the United States, and they increase 
the risk of many chronic diseases, in-
cluding cancer, diabetes and cardio-
vascular diseases. 

Environments that promote poor nu-
trition and sedentary lifestyles are 
major causes of this public health epi-
demic. The numerous messages and ad-
vertisements from various sources 
about what and how much to eat have 
produced serious public confusion 
about good nutrition. Many citizens 
would like to be more active but live in 
ways that discourage exercise and vig-
orous lifestyles that involve walking, 
bicycling, or other similar activities. 

The Healthy Lifestyles Act is a 
major step in addressing these chal-
lenges. It establishes a partnership be-

tween the Department of Health and 
Human Services and the Institute of 
Medicine to conduct a comprehensive 
assessment of what is being done by 
whom on nutrition guidelines and edu-
cation. The Institute of Medicine is 
eminently respected for its scientif-
ically sound opinions on health issues. 
Its study will provide indispensable 
oversight for the development and dis-
semination of national nutrition guide-
lines, and an independent impartial 
source of nutrition information for the 
public. 

The legislation also supports commu-
nity outreach programs to support 
healthy nutrition and physical activ-
ity. Communities will be able to con-
duct campaigns encouraging consump-
tion of healthy foods, and after-school 
programs will be available to encour-
age exercise and good nutrition for 
children. Support will be available for 
each state for obesity prevention and 
control programs, to encourage coordi-
nated ongoing efforts to enhance 
awareness of guidelines for healthy 
eating and activity. 

Finally, the legislation assures that 
the information will be widely avail-
able to the public and to health profes-
sionals. State-of-the-art curricula will 
be developed to educate and train pro-
fessionals about nutrition education 
and counseling. 

The Healthy Lifestyles Act is only a 
first step in preventing unhealthy nu-
trition environments by ensuring con-
sistency and high quality in dietary in-
formation, and improving physical ac-
tivity in our communities. Working to-
gether we can halt this worsening pub-
lic health epidemic. I commend Sen-
ator FITZGERALD for his leadership, and 
I urge our colleagues in Congress to 
support the Healthy Lifestyles Act. 

f 

SUBMITTED RESOLUTIONS 

SENATE RESOLUTION 356—CON-
DEMNING THE ABUSE OF IRAQI 
PRISONERS AT ABU GHRAIB 
PRISON, URGING A FULL AND 
COMPLETE INVESTIGATION TO 
ENSURE JUSTICE IS SERVED, 
AND EXPRESSING SUPPORT FOR 
ALL AMERICANS SERVING 
NOBLY IN IRAQ 

Mr. FRIST (for himself, Mr. DASCHLE, 
Mr. AKAKA, Mr. ALEXANDER, Mr. 
ALLARD, Mr. ALLEN, Mr. BAUCUS, Mr. 
BAYH, Mr. BENNETT, Mr. BIDEN, Mr. 
BINGAMAN, Mr. BOND, Mrs. BOXER, Mr. 
BREAUX, Mr. BROWNBACK, Mr. BUNNING, 
Mr. BURNS, Mr. BYRD, Mr. CAMPBELL, 
Ms. CANTWELL, Mr. CARPER, Mr. 
CHAFEE, Mr. CHAMBLISS, Mrs. CLINTON, 
Mr. COCHRAN, Mr. COLEMAN, Ms. COL-
LINS, Mr. CONRAD, Mr. CORNYN, Mr. 
CORZINE, Mr. CRAIG, Mr. CRAPO, Mr. 
DAYTON, Mr. DEWINE, Mr. DODD, Mrs. 
DOLE, Mr. DOMENICI, Mr. DORGAN, Mr. 
DURBIN, Mr. EDWARDS, Mr. ENSIGN, Mr. 
ENZI, Mr. FEINGOLD, Mrs. FEINSTEIN, 
Mr. FITZGERALD, Mr. GRAHAM of Flor-
ida, Mr. GRAHAM of South Carolina, Mr. 

GRASSLEY, Mr. GREGG, Mr. HAGEL, Mr. 
HARKIN, Mr. HATCH, Mr. HOLLINGS, Mrs. 
HUTCHISON, Mr. INHOFE, Mr. INOUYE, 
Mr. JEFFORDS, Mr. JOHNSON, Mr. KEN-
NEDY, Mr. KERRY, Mr. KOHL, Mr. KYL, 
Ms. LANDRIEU, Mr. LAUTENBERG, Mr. 
LEAHY, Mr. LEVIN, Mr. LIEBERMAN, Mrs. 
LINCOLN, Mr. LOTT, Mr. LUGAR, Mr. 
MCCAIN, Mr. MCCONNELL, Ms. MIKUL-
SKI, Mr. MILLER, Ms. MURKOWSKI, Mrs. 
MURRAY, Mr. NELSON of Florida, Mr. 
NELSON of Nebraska, Mr. NICKLES, Mr. 
PRYOR, Mr. REED, Mr. REID, Mr. ROB-
ERTS, Mr. ROCKEFELLER, Mr. 
SANTORUM, Mr. SARBANES, Mr. SCHU-
MER, Mr. SESSIONS, Mr. SHELBY, Mr. 
SMITH, Ms. SNOWE, Mr. SPECTER, Ms. 
STABENOW, Mr. STEVENS, Mr. SUNUNU, 
Mr. TALENT, Mr. THOMAS, Mr. VOINO-
VICH, Mr. WARNER, and Mr. WYDEN) sub-
mitted the following resolution; which 
was considered and agreed to: 

S. RES. 356 

Whereas the United States was founded on 
the principles of representative government, 
the rule of law, and the unalienable rights of 
individuals; 

Whereas those principles are the birthright 
of all individuals and the fulfillment of those 
principals in Iraq would benefit the people of 
Iraq, the people of the Middle East, and the 
people of the United States; 

Whereas the vast majority of Americans in 
Iraq are serving courageously and with great 
honor to promote a free and stable Iraq and 
through such service are promoting the val-
ues and principles that the people of the 
United States hold dear; 

Whereas Americans serving abroad 
throughout the history of the United States, 
both military and civilian, have established 
a reputation for setting the highest stand-
ards of personal, professional, and moral con-
duct; 

Whereas in January 2004, a member of the 
United States Armed Forces reported alleged 
abuses perpetrated in Abu Ghraib prison dur-
ing November and December 2003; 

Whereas an inquiry into those alleged 
abuses was ordered in January 2004, and that 
inquiry is reported to have found numerous 
incidents of criminal abuses by a small num-
ber of Americans based in Iraq; 

Whereas the reaction to the alleged abuses 
is having a negative impact on the United 
States efforts to stabilize and reconstruct 
Iraq and to promote democratic values in the 
Middle East and could affect the security of 
the United States Armed Forces serving 
abroad; 

Whereas Congress was not informed about 
the extent of the alleged abuses until reports 
about the abuses became public through the 
media; 

Whereas success in the national security 
policy of the United States demands regular 
communication between the President, the 
agencies and departments of the executive 
branch, Congress, and the people of the 
United States; 

Whereas, in an interview on May 5, 2004, 
the President stated ‘‘First, people in Iraq 
must understand that I view those practices 
as abhorrent. They must also understand 
that what took place in that prison does not 
represent America that I know. The America 
I know is a compassionate country that be-
lieves in freedom. The America I know cares 
about every individual. The America I know 
has sent troops into Iraq to promote free-
dom—good, honorable citizens that are help-
ing the Iraqis every day.’’; 

Whereas in that interview the President 
further stated ‘‘It’s also important for the 
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people of Iraq to know that in a democracy, 
everything is not perfect, that mistakes are 
made. But in a democracy, as well, those 
mistakes will be investigated and people will 
be brought to justice. We’re an open society. 
We’re a society that is willing to investigate, 
fully investigate in this case, what took 
place in that prison. That stands in stark 
contrast to life under Saddam Hussein. His 
trained torturers were never brought to jus-
tice under his regime. There were no inves-
tigations about mistreatment of people. 
There will be investigations. People will be 
brought to justice.’’; and 

Whereas the pursuit of truth and justice 
are core principles of the United States, and 
if the Government of the United States con-
ducts a full investigation of the alleged 
abuses and holds accountable the individuals 
who are responsible for such abuses, the peo-
ple of Iraq and of the Middle East will wit-
ness how a democracy upholds the rule of 
law and protects the rights of individuals by 
administering justice in a swift, transparent, 
and fair manner: Now, therefore, be it 

Resolved, That the Senate— 
(1) commends all Americans serving nobly 

abroad who are advancing the ideals of free-
dom and democracy, and working, through 
the individual and collective actions of such 
individuals, to improve the lives of all the 
people of Iraq; 

(2) condemns in the strongest possible 
terms the despicable acts at Abu Ghraib pris-
on and joins with the President in expressing 
apology for the humiliation suffered by the 
prisoners in Iraq and their families; 

(3) urges the Government of the United 
States to take appropriate measures to en-
sure that such acts do not occur in the fu-
ture; 

(4) believes that it is in the interests of the 
United States and of the people of the United 
States that the appropriate committees of 
the Senate, exercising the oversight respon-
sibilities of such committees, and the Presi-
dent, through the appropriate departments 
or agencies of the executive branch, conduct 
a full investigation of the abuses alleged to 
have occurred at Abu Ghraib; and 

(5) urges that all individuals responsible 
for such despicable acts be held accountable. 

SENATE CONCURRENT RESOLU-
TION 105—DESIGNATING THE 
SECOND WEEK OF MARCH 2005 AS 
‘‘EXTENSION LIVING WELL 
WEEK’’ 

Mr. GRASSLEY submitted the fol-
lowing concurrent resolution; which 
was referred to the Committee on the 
Judiciary: 

S. CON. RES. 105 

Whereas the health and well-being of the 
family is crucial to the functioning of the 
Nation and to providing adults and youth 
with the necessary skills and knowledge to 
help them achieve the best quality of life 
possible; 

Whereas psychologically, socially, and 
emotionally strong families provide strength 
for future generations; 

Whereas Extension is a nationwide edu-
cational network through the land-grant 
universities, funded cooperatively through 
the Department of Agriculture, State gov-
ernments, and local county, city, and parish 
governments; 

Whereas Extension provides non-biased, re-
search-based information through informal 
education to help adults, youth, families, 
farms, businesses, and communities; 

Whereas Extension education programs are 
developed at the grassroots level to meet 
local needs, and are available in nearly every 

county and parish in the United States and 
its territories, from the biggest to the small-
est; 

Whereas information offered by Extension 
is provided by scientists and researchers at 
land-grant universities, and is made prac-
tical and relevant by Extension educators 
working at the local level; 

Whereas Extension Family and Consumer 
Sciences educators are advocates for edu-
cation for families so that the families 
might gain skills for a full and productive 
life; and 

Whereas the designation of the second 
week of March 2005 as ‘‘Extension Living 
Well Week’’ is a fitting tribute to the Na-
tional Extension Association for Family and 
Consumer Sciences professionals who pro-
vide education that is critical to the quality 
of life of adults, youth, individuals, and fam-
ilies, including food preparation, food safety, 
nutrition, financial management, healthy 
lifestyles, home and work environment and 
safety, relationship and parenting skills, and 
much more: Now, therefore, be it 

Resolved by the Senate (the House of Rep-
resentatives concurring), That Congress— 

(1) designates the second week of March 
2005 as ‘‘Extension Living Well Week’’; 

(2) encourages the people of the United 
States to take advantage of the educational 
opportunities that Extension Family and 
Consumer Sciences educators provide, edu-
cation that can help them in raising kids, 
eating right, spending smart, and living well; 
and 

(3) requests that the President issue a 
proclamation calling on the people of the 
United States to conduct appropriate cere-
monies, activities, and programs to dem-
onstrate support for Extension Family and 
Consumer Sciences educators as they teach 
adults and youth and promote optimum 
health and wellness of families in the United 
States through the ‘‘Living Well’’ campaign. 

f 

AMENDMENTS SUBMITTED AND 
PROPOSED 

SA 3121. Ms. LANDRIEU submitted an 
amendment intended to be proposed by her 
to the bill S. 1637, to amend the Internal 
Revenue Code of 1986 to comply with the 
World Trade Organization rulings on the 
FSC/ETI benefit in a manner that preserves 
jobs and production activities in the United 
States, to reform and simplify the inter-
national taxation rules of the United States, 
and for other purposes; which was ordered to 
lie on the table. 

SA 3122. Ms. LANDRIEU submitted an 
amendment intended to be proposed by her 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3123. Ms. LANDRIEU submitted an 
amendment intended to be proposed by her 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3124. Ms. LANDRIEU submitted an 
amendment intended to be proposed by her 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3125. Mr. DASCHLE submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3126. Mr. KYL submitted an amend-
ment intended to be proposed by him to the 
bill S. 1637, supra; which was ordered to lie 
on the table. 

SA 3127. Mr. KYL submitted an amend-
ment intended to be proposed by him to the 
bill S. 1637, supra; which was ordered to lie 
on the table. 

SA 3128. Mr. BUNNING submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3129. Mr. MCCAIN submitted an amend-
ment intended to be proposed by him to the 
bill S. 1637, supra; which was ordered to lie 
on the table. 

SA 3130. Mr. MCCAIN submitted an amend-
ment intended to be proposed by him to the 
bill S. 1637, supra; which was ordered to lie 
on the table. 

SA 3131. Mr. MCCAIN submitted an amend-
ment intended to be proposed by him to the 
bill S. 1637, supra; which was ordered to lie 
on the table. 

SA 3132. Mr. MCCAIN submitted an amend-
ment intended to be proposed by him to the 
bill S. 1637, supra; which was ordered to lie 
on the table. 

SA 3133. Mr. GRASSLEY submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3134. Mr. HOLLINGS submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3135. Mr. COLEMAN submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3136. Mr. SANTORUM submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3137. Mr. GRAHAM of South Carolina 
submitted an amendment intended to be pro-
posed by him to the bill S. 1637, supra; which 
was ordered to lie on the table. 

SA 3138. Mrs. HUTCHISON submitted an 
amendment intended to be proposed by her 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3139. Mr. SPECTER submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3140. Mr. FEINGOLD submitted an 
amendment intended to be proposed by him 
to the bill S. 1637, supra; which was ordered 
to lie on the table. 

SA 3141. Mr. KYL submitted an amend-
ment intended to be proposed by him to the 
bill S. 1637, supra; which was ordered to lie 
on the table. 

f 

TEXT OF AMENDMENTS 

SA 3121. Ms. LANDRIEU submitted 
an amendment intended to be proposed 
by her to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Beginning on page 441, strike line 1 
through page 446, line 4, and insert the fol-
lowing: 
SEC. 632. READY RESERVE-NATIONAL GUARD EM-

PLOYEE CREDIT AND READY RE-
SERVE-NATIONAL GUARD REPLACE-
MENT EMPLOYEE CREDIT. 

(a) READY RESERVE-NATIONAL GUARD CRED-
IT.— 

(1) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness-related credits), as amended by this 
Act, is amended by adding at the end the fol-
lowing: 
‘‘SEC. 45H. READY RESERVE-NATIONAL GUARD 

EMPLOYEE CREDIT. 
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, the Ready Reserve-National Guard 

VerDate Mar 15 2010 21:51 Jan 29, 2014 Jkt 081600 PO 00000 Frm 00045 Fmt 4624 Sfmt 0634 E:\2004SENATE\S10MY4.REC S10MY4m
m

ah
er

 o
n 

D
S

K
C

G
S

P
4G

1 
w

ith
 S

O
C

IA
LS

E
C

U
R

IT
Y



CONGRESSIONAL RECORD — SENATES5096 May 10, 2004 
employee credit determined under this sec-
tion for any taxable year with respect to 
each Ready Reserve-National Guard em-
ployee of an employer is an amount equal to 
50 percent of the lesser of— 

‘‘(1) the actual compensation amount with 
respect to such employee for such taxable 
year, or 

‘‘(2) $30,000. 
‘‘(b) DEFINITION OF ACTUAL COMPENSATION 

AMOUNT.—For purposes of this section, the 
term ‘actual compensation amount’ means 
the amount of compensation paid or incurred 
by an employer with respect to a Ready Re-
serve-National Guard employee on any day 
when the employee was absent from employ-
ment for the purpose of performing qualified 
active duty. 

‘‘(c) LIMITATIONS.—No credit shall be al-
lowed with respect to any day that a Ready 
Reserve-National Guard employee who per-
forms qualified active duty was not sched-
uled to work (for reason other than to par-
ticipate in qualified active duty). 

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section— 

‘‘(1) QUALIFIED ACTIVE DUTY.—The term 
‘qualified active duty’ means— 

‘‘(A) active duty, other than the training 
duty specified in section 10147 of title 10, 
United States Code (relating to training re-
quirements for the Ready Reserve), or sec-
tion 502(a) of title 32, United States Code (re-
lating to required drills and field exercises 
for the National Guard), in connection with 
which an employee is entitled to reemploy-
ment rights and other benefits or to a leave 
of absence from employment under chapter 
43 of title 38, United States Code, and 

‘‘(B) hospitalization incident to such duty. 
‘‘(2) COMPENSATION.—The term ‘compensa-

tion’ means any remuneration for employ-
ment, whether in cash or in kind, which is 
paid or incurred by a taxpayer and which is 
deductible from the taxpayer’s gross income 
under section 162(a)(1). 

‘‘(3) READY RESERVE-NATIONAL GUARD EM-
PLOYEE.—The term ‘Ready Reserve-National 
Guard employee’ means an employee who is 
a member of the Ready Reserve of a reserve 
component of an Armed Force of the United 
States as described in sections 10142 and 
10101 of title 10, United States Code. 

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of section 52 shall apply. 

‘‘(e) PORTION OF CREDIT REFUNDABLE.— 
‘‘(1) IN GENERAL.—In the case of an em-

ployer of a qualified first responder, the ag-
gregate credits allowed to a taxpayer under 
subpart C shall be increased by the lesser 
of— 

‘‘(A) the credit which would be allowed 
under this section without regard to this 
subsection and the limitation under section 
38(c), or 

‘‘(B) the amount by which the aggregate 
amount of credits allowed by this subpart 
(determined without regard to this sub-
section) would increase if the limitation im-
posed by section 38(c) for any taxable year 
were increased by the amount of employer 
payroll taxes imposed on the taxpayer dur-
ing the calendar year in which the taxable 
year begins. 

The amount of the credit allowed under this 
subsection shall not be treated as a credit al-
lowed under this subpart and shall reduce 
the amount of the credit otherwise allowable 
under subsection (a) without regard to sec-
tion 38(c). 

‘‘(2) EMPLOYER PAYROLL TAXES.—For pur-
poses of this subsection— 

‘‘(A) IN GENERAL.—The term ‘employer 
payroll taxes’ means the taxes imposed by— 

‘‘(i) section 3111(b), and 
‘‘(ii) sections 3211(a) and 3221(a) (deter-

mined at a rate equal to the rate under sec-
tion 3111(b)). 

‘‘(B) SPECIAL RULE.—A rule similar to the 
rule of section 24(d)(2)(C) shall apply for pur-
poses of subparagraph (A). 

‘‘(3) QUALIFIED FIRST RESPONDER.—For pur-
poses of this subsection, the term ‘qualified 
first responder’ means any person who is— 

‘‘(A) employed as a law enforcement offi-
cial, a firefighter, or a paramedic, and 

‘‘(B) a Ready Reserve-National Guard em-
ployee.’’. 

(2) CREDIT TO BE PART OF GENERAL BUSINESS 
CREDIT.—Subsection (b) of section 38 (relat-
ing to general business credit), as amended 
by this Act, is amended by striking ‘‘plus’’ at 
the end of paragraph (15), by striking the pe-
riod at the end of paragraph (16) and insert-
ing ‘‘, plus’’, and by adding at the end the 
following: 

‘‘(17) the Ready Reserve-National Guard 
employee credit determined under section 
45H(a).’’. 

(3) DENIAL OF DOUBLE BENEFIT.—Section 
280C(a) (relating to rule for employment 
credits) is amended by inserting ‘‘45H(a),’’ 
after ‘‘45A(a),’’. 

(4) CONFORMING AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this 
Act, is amended by inserting after the item 
relating to section 45G the following: 

‘‘Sec. 45H. Ready Reserve-National Guard 
employee credit.’’. 

(5) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to 
amounts paid or incurred after September 30, 
2004, in taxable years ending after such date. 

(b) APPLICATION OF ANNUAL EXCLUSION 
LIMIT UNDER SECTION 911 TO HOUSING 
COSTS.— 

(1) IN GENERAL.—Section 911(c) (relating to 
housing cost amount) is amended by adding 
at the end the following new paragraph: 

‘‘(4) LIMIT ON EXCLUSION FOR EMPLOYER 
PROVIDED HOUSING COSTS.—The housing cost 
amount for any individual for any taxable 
year attributable to employer provided 
amounts shall not exceed the excess (if any) 
of— 

‘‘(A) the product of— 
‘‘(i) the exclusion amount determined 

under subsection (b)(2)(D) for the taxable 
year, and 

‘‘(ii) a fraction equal to the number of days 
of the taxable year within the applicable pe-
riod described in subparagraph (A) or (B) of 
subsection (d)(1) divided by the number of 
days in the taxable year, over 

‘‘(B) the foreign earned income of the indi-
vidual excluded under subsection (a)(1) for 
the taxable year.’’. 

(2) CONFORMING AMENDMENT.—Section 
911(c)(1) is amended by striking ‘‘The’’ and 
inserting ‘‘Except as provided in paragraph 
(4), the’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years beginning after December 31, 2004. 

SA 3122. Ms. LANDRIEU submitted 
an amendment intended to be proposed 
by her to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Beginning on page 441, strike line 1 
through page 446, line 4, and insert the fol-
lowing: 

SEC. 632. READY RESERVE-NATIONAL GUARD EM-
PLOYEE CREDIT AND READY RE-
SERVE-NATIONAL GUARD REPLACE-
MENT EMPLOYEE CREDIT. 

(a) READY RESERVE-NATIONAL GUARD CRED-
IT.— 

(1) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness-related credits), as amended by this 
Act, is amended by adding at the end the fol-
lowing: 
‘‘SEC. 45H. READY RESERVE-NATIONAL GUARD 

EMPLOYEE CREDIT. 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the Ready Reserve-National Guard 
employee credit determined under this sec-
tion for any taxable year with respect to 
each Ready Reserve-National Guard em-
ployee of an employer is an amount equal to 
50 percent of the actual compensation 
amount with respect to such employee for 
such taxable year. 

‘‘(b) DEFINITION OF ACTUAL COMPENSATION 
AMOUNT.—For purposes of this section, the 
term ‘actual compensation amount’ means 
the amount of compensation paid or incurred 
by an employer with respect to a Ready Re-
serve-National Guard employee on any day 
when the employee was absent from employ-
ment for the purpose of performing qualified 
active duty. 

‘‘(c) LIMITATIONS.—No credit shall be al-
lowed with respect to any day that a Ready 
Reserve-National Guard employee who per-
forms qualified active duty was not sched-
uled to work (for reason other than to par-
ticipate in qualified active duty). 

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section— 

‘‘(1) QUALIFIED ACTIVE DUTY.—The term 
‘qualified active duty’ means— 

‘‘(A) active duty, other than the training 
duty specified in section 10147 of title 10, 
United States Code (relating to training re-
quirements for the Ready Reserve), or sec-
tion 502(a) of title 32, United States Code (re-
lating to required drills and field exercises 
for the National Guard), in connection with 
which an employee is entitled to reemploy-
ment rights and other benefits or to a leave 
of absence from employment under chapter 
43 of title 38, United States Code, and 

‘‘(B) hospitalization incident to such duty. 
‘‘(2) COMPENSATION.—The term ‘compensa-

tion’ means any remuneration for employ-
ment, whether in cash or in kind, which is 
paid or incurred by a taxpayer and which is 
deductible from the taxpayer’s gross income 
under section 162(a)(1). 

‘‘(3) READY RESERVE-NATIONAL GUARD EM-
PLOYEE.—The term ‘Ready Reserve-National 
Guard employee’ means an employee who is 
a member of the Ready Reserve of a reserve 
component of an Armed Force of the United 
States as described in sections 10142 and 
10101 of title 10, United States Code. 

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of section 52 shall apply. 

‘‘(e) PORTION OF CREDIT REFUNDABLE.— 
‘‘(1) IN GENERAL.—In the case of an em-

ployer of a qualified first responder, the ag-
gregate credits allowed to a taxpayer under 
subpart C shall be increased by the lesser 
of— 

‘‘(A) the credit which would be allowed 
under this section without regard to this 
subsection and the limitation under section 
38(c), or 

‘‘(B) the amount by which the aggregate 
amount of credits allowed by this subpart 
(determined without regard to this sub-
section) would increase if the limitation im-
posed by section 38(c) for any taxable year 
were increased by the amount of employer 
payroll taxes imposed on the taxpayer dur-
ing the calendar year in which the taxable 
year begins. 
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CONGRESSIONAL RECORD — SENATE S5097 May 10, 2004 
The amount of the credit allowed under this 
subsection shall not be treated as a credit al-
lowed under this subpart and shall reduce 
the amount of the credit otherwise allowable 
under subsection (a) without regard to sec-
tion 38(c). 

‘‘(2) EMPLOYER PAYROLL TAXES.—For pur-
poses of this subsection— 

‘‘(A) IN GENERAL.—The term ‘employer 
payroll taxes’ means the taxes imposed by— 

‘‘(i) section 3111(b), and 
‘‘(ii) sections 3211(a) and 3221(a) (deter-

mined at a rate equal to the rate under sec-
tion 3111(b)). 

‘‘(B) SPECIAL RULE.—A rule similar to the 
rule of section 24(d)(2)(C) shall apply for pur-
poses of subparagraph (A). 

‘‘(3) QUALIFIED FIRST RESPONDER.—For pur-
poses of this subsection, the term ‘qualified 
first responder’ means any person who is— 

‘‘(A) employed as a law enforcement offi-
cial, a firefighter, or a paramedic, and 

‘‘(B) a Ready Reserve-National Guard em-
ployee.’’. 

(2) CREDIT TO BE PART OF GENERAL BUSINESS 
CREDIT.—Subsection (b) of section 38 (relat-
ing to general business credit), as amended 
by this Act, is amended by striking ‘‘plus’’ at 
the end of paragraph (15), by striking the pe-
riod at the end of paragraph (16) and insert-
ing ‘‘, plus’’, and by adding at the end the 
following: 

‘‘(17) the Ready Reserve-National Guard 
employee credit determined under section 
45H(a).’’. 

(3) DENIAL OF DOUBLE BENEFIT.—Section 
280C(a) (relating to rule for employment 
credits) is amended by inserting ‘‘45H(a),’’ 
after ‘‘45A(a),’’. 

(4) CONFORMING AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this 
Act, is amended by inserting after the item 
relating to section 45G the following: 

‘‘Sec. 45H. Ready Reserve-National Guard 
employee credit.’’. 

(5) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to 
amounts paid or incurred after September 30, 
2004, in taxable years ending after such date. 

(b) APPLICATION OF ANNUAL EXCLUSION 
LIMIT UNDER SECTION 911 TO HOUSING 
COSTS.— 

(1) IN GENERAL.—Section 911(c) (relating to 
housing cost amount) is amended by adding 
at the end the following new paragraph: 

‘‘(4) LIMIT ON EXCLUSION FOR EMPLOYER 
PROVIDED HOUSING COSTS.—The housing cost 
amount for any individual for any taxable 
year attributable to employer provided 
amounts shall not exceed the excess (if any) 
of— 

‘‘(A) the product of— 
‘‘(i) the exclusion amount determined 

under subsection (b)(2)(D) for the taxable 
year, and 

‘‘(ii) a fraction equal to the number of days 
of the taxable year within the applicable pe-
riod described in subparagraph (A) or (B) of 
subsection (d)(1) divided by the number of 
days in the taxable year, over 

‘‘(B) the foreign earned income of the indi-
vidual excluded under subsection (a)(1) for 
the taxable year.’’. 

(2) CONFORMING AMENDMENT.—Section 
911(c)(1) is amended by striking ‘‘The’’ and 
inserting ‘‘Except as provided in paragraph 
(4), the’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years beginning after December 31, 2004. 

SA 3123. Ms. LANDRIEU submitted 
an amendment intended to be proposed 
by him to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-

ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Beginning on page 441, strike line 1 
through page 446, line 4, and insert the fol-
lowing: 
SEC. 632. READY RESERVE-NATIONAL GUARD EM-

PLOYEE CREDIT AND READY RE-
SERVE-NATIONAL GUARD REPLACE-
MENT EMPLOYEE CREDIT. 

(a) READY RESERVE-NATIONAL GUARD CRED-
IT.— 

(1) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness-related credits), as amended by this 
Act, is amended by adding at the end the fol-
lowing: 
‘‘SEC. 45H. READY RESERVE-NATIONAL GUARD 

EMPLOYEE CREDIT. 
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, the Ready Reserve-National Guard 
employee credit determined under this sec-
tion for any taxable year with respect to 
each Ready Reserve-National Guard em-
ployee of an employer is an amount equal to 
50 percent of the lesser of— 

‘‘(1) the actual compensation amount with 
respect to such employee for such taxable 
year, or 

‘‘(2) $30,000. 
‘‘(b) DEFINITION OF ACTUAL COMPENSATION 

AMOUNT.—For purposes of this section, the 
term ‘actual compensation amount’ means 
the amount of compensation paid or incurred 
by an employer with respect to a Ready Re-
serve-National Guard employee on any day 
when the employee was absent from employ-
ment for the purpose of performing qualified 
active duty. 

‘‘(c) LIMITATIONS.—No credit shall be al-
lowed with respect to any day that a Ready 
Reserve-National Guard employee who per-
forms qualified active duty was not sched-
uled to work (for reason other than to par-
ticipate in qualified active duty). 

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section— 

‘‘(1) QUALIFIED ACTIVE DUTY.—The term 
‘qualified active duty’ means— 

‘‘(A) active duty, other than the training 
duty specified in section 10147 of title 10, 
United States Code (relating to training re-
quirements for the Ready Reserve), or sec-
tion 502(a) of title 32, United States Code (re-
lating to required drills and field exercises 
for the National Guard), in connection with 
which an employee is entitled to reemploy-
ment rights and other benefits or to a leave 
of absence from employment under chapter 
43 of title 38, United States Code, and 

‘‘(B) hospitalization incident to such duty. 
‘‘(2) COMPENSATION.—The term ‘compensa-

tion’ means any remuneration for employ-
ment, whether in cash or in kind, which is 
paid or incurred by a taxpayer and which is 
deductible from the taxpayer’s gross income 
under section 162(a)(1). 

‘‘(3) READY RESERVE-NATIONAL GUARD EM-
PLOYEE.—The term ‘Ready Reserve-National 
Guard employee’ means an employee who is 
a member of the Ready Reserve of a reserve 
component of an Armed Force of the United 
States as described in sections 10142 and 
10101 of title 10, United States Code. 

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of section 52 shall apply. 

‘‘(e) PORTION OF CREDIT REFUNDABLE.— 
‘‘(1) IN GENERAL.—In the case of an em-

ployer of a qualified first responder, the ag-
gregate credits allowed to a taxpayer under 
subpart C shall be increased by the lesser 
of— 

‘‘(A) the credit which would be allowed 
under this section without regard to this 
subsection and the limitation under section 
38(c), or 

‘‘(B) the amount by which the aggregate 
amount of credits allowed by this subpart 
(determined without regard to this sub-
section) would increase if the limitation im-
posed by section 38(c) for any taxable year 
were increased by the amount of employer 
payroll taxes imposed on the taxpayer dur-
ing the calendar year in which the taxable 
year begins. 
The amount of the credit allowed under this 
subsection shall not be treated as a credit al-
lowed under this subpart and shall reduce 
the amount of the credit otherwise allowable 
under subsection (a) without regard to sec-
tion 38(c). 

‘‘(2) EMPLOYER PAYROLL TAXES.—For pur-
poses of this subsection— 

‘‘(A) IN GENERAL.—The term ‘employer 
payroll taxes’ means the taxes imposed by— 

‘‘(i) section 3111(b), and 
‘‘(ii) sections 3211(a) and 3221(a) (deter-

mined at a rate equal to the rate under sec-
tion 3111(b)). 

‘‘(B) SPECIAL RULE.—A rule similar to the 
rule of section 24(d)(2)(C) shall apply for pur-
poses of subparagraph (A). 

‘‘(3) QUALIFIED FIRST RESPONDER.—For pur-
poses of this subsection, the term ‘qualified 
first responder’ means any person who is— 

‘‘(A) employed as a law enforcement offi-
cial, a firefighter, or a paramedic, and 

‘‘(B) a Ready Reserve-National Guard em-
ployee.’’. 

(2) CREDIT TO BE PART OF GENERAL BUSINESS 
CREDIT.—Subsection (b) of section 38 (relat-
ing to general business credit), as amended 
by this Act, is amended by striking ‘‘plus’’ at 
the end of paragraph (15), by striking the pe-
riod at the end of paragraph (16) and insert-
ing ‘‘, plus’’, and by adding at the end the 
following: 

‘‘(17) the Ready Reserve-National Guard 
employee credit determined under section 
45H(a).’’. 

(3) DENIAL OF DOUBLE BENEFIT.—Section 
280C(a) (relating to rule for employment 
credits) is amended by inserting ‘‘45H(a),’’ 
after ‘‘45A(a),’’. 

(4) CONFORMING AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this 
Act, is amended by inserting after the item 
relating to section 45G the following: 

‘‘Sec. 45H. Ready Reserve-National Guard 
employee credit.’’. 

(5) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to 
amounts paid or incurred after September 30, 
2004, in taxable years ending after such date. 

(b) READY RESERVE-NATIONAL GUARD RE-
PLACEMENT EMPLOYEE CREDIT.— 

(1) IN GENERAL.—Subpart B of part IV of 
subchapter A of chapter 1 (relating to foreign 
tax credit, etc.), as amended by this Act, is 
amended by adding after section 30C the fol-
lowing new section: 
‘‘SEC. 30D. READY RESERVE-NATIONAL GUARD 

REPLACEMENT EMPLOYEE CREDIT. 
‘‘(a) ALLOWANCE OF CREDIT.— 
‘‘(1) IN GENERAL.—In the case of an eligible 

taxpayer, there shall be allowed as a credit 
against the tax imposed by this chapter for 
the taxable year the sum of the employment 
credits for each qualified replacement em-
ployee under this section. 

‘‘(2) EMPLOYMENT CREDIT.—The employ-
ment credit with respect to a qualified re-
placement employee of the taxpayer for any 
taxable year is equal to 50 percent of the 
lesser of— 

‘‘(A) the individual’s qualified compensa-
tion attributable to service rendered as a 
qualified replacement employee, or 
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‘‘(B) $12,000. 
‘‘(b) QUALIFIED COMPENSATION.—The term 

‘qualified compensation’ means— 
‘‘(1) compensation which is normally con-

tingent on the qualified replacement em-
ployee’s presence for work and which is de-
ductible from the taxpayer’s gross income 
under section 162(a)(1), 

‘‘(2) compensation which is not character-
ized by the taxpayer as vacation or holiday 
pay, or as sick leave or pay, or as any other 
form of pay for a nonspecific leave of ab-
sence, and 

‘‘(3) group health plan costs (if any) with 
respect to the qualified replacement em-
ployee. 

‘‘(c) QUALIFIED REPLACEMENT EMPLOYEE.— 
For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified re-
placement employee’ means an individual 
who is hired to replace a Ready Reserve-Na-
tional Guard employee or a Ready Reserve- 
National Guard self-employed taxpayer, but 
only with respect to the period during which 
such Ready Reserve-National Guard em-
ployee or Ready Reserve-National Guard 
self-employed taxpayer participates in quali-
fied active duty, including time spent in 
travel status. 

‘‘(2) READY RESERVE-NATIONAL GUARD EM-
PLOYEE.—The term ‘Ready Reserve-National 
Guard employee’ has the meaning given such 
term by section 45H(d)(3). 

‘‘(3) READY RESERVE-NATIONAL GUARD SELF- 
EMPLOYED TAXPAYER.—The term ‘Ready Re-
serve-National Guard self-employed tax-
payer’ means a taxpayer who— 

‘‘(A) has net earnings from self-employ-
ment (as defined in section 1402(a)) for the 
taxable year, and 

‘‘(B) is a member of the Ready Reserve of 
a reserve component of an Armed Force of 
the United States as described in section 
10142 and 10101 of title 10, United States 
Code. 

‘‘(d) COORDINATION WITH OTHER CREDITS.— 
The amount of credit otherwise allowable 
under sections 51(a) and 1396(a) with respect 
to any employee shall be reduced by the 
credit allowed by this section with respect to 
such employee. 

‘‘(e) LIMITATIONS.— 
‘‘(1) APPLICATION WITH OTHER CREDITS.—The 

credit allowed under subsection (a) for any 
taxable year shall not exceed the excess (if 
any) of— 

‘‘(A) the regular tax for the taxable year 
reduced by the sum of the credits allowable 
under subpart A and sections 27, 29, and 30, 
over 

‘‘(B) the tentative minimum tax for the 
taxable year. 

‘‘(2) DISALLOWANCE FOR FAILURE TO COMPLY 
WITH EMPLOYMENT OR REEMPLOYMENT RIGHTS 
OF MEMBERS OF THE RESERVE COMPONENTS OF 
THE ARMED FORCES OF THE UNITED STATES.— 
No credit shall be allowed under subsection 
(a) to a taxpayer for— 

‘‘(A) any taxable year, beginning after the 
date of the enactment of this section, in 
which the taxpayer is under a final order, 
judgment, or other process issued or required 
by a district court of the United States 
under section 4323 of title 38 of the United 
States Code with respect to a violation of 
chapter 43 of such title, and 

‘‘(B) the 2 succeeding taxable years. 
‘‘(f) GENERAL DEFINITIONS AND SPECIAL 

RULES.—For purposes of this section— 
‘‘(1) ELIGIBLE TAXPAYER.—The term ‘eligi-

ble taxpayer’ means a small business em-
ployer or a Ready Reserve-National Guard 
self-employed taxpayer. 

‘‘(2) SMALL BUSINESS EMPLOYER.— 
‘‘(A) IN GENERAL.—The term ‘small busi-

ness employer’ means, with respect to any 
taxable year, any employer who employed an 

average of 50 or fewer employees on business 
days during such taxable year. 

‘‘(B) CONTROLLED GROUPS.—For purposes of 
subparagraph (A), all persons treated as a 
single employer under subsection (b), (c), 
(m), or (o) of section 414 shall be treated as 
a single employer. 

‘‘(3) QUALIFIED ACTIVE DUTY.—The term 
‘qualified active duty’ has the meaning given 
such term by section 45H(d)(1). 

‘‘(4) SPECIAL RULES FOR CERTAIN MANUFAC-
TURERS.— 

‘‘(A) IN GENERAL.—In the case of any quali-
fied manufacturer— 

‘‘(i) subsection (a)(2)(B) shall be applied by 
substituting ‘$20,000’ for ‘$12,000’, and 

‘‘(ii) paragraph (2)(A) of this subsection 
shall be applied by substituting ‘100’ for ‘50’. 

‘‘(B) QUALIFIED MANUFACTURER.—For pur-
poses of this paragraph, the term ‘qualified 
manufacturer’ means any person if— 

‘‘(i) the primary business of such person is 
classified in sector 31, 32, or 33 of the North 
American Industrial Classification System, 
and 

‘‘(ii) all of such person’s facilities which 
are used for production in such business are 
located in the United States. 

‘‘(5) CARRYBACK AND CARRYFORWARD AL-
LOWED.— 

‘‘(A) IN GENERAL.—If the credit allowable 
under subsection (a) for a taxable year ex-
ceeds the amount of the limitation under 
subsection (e)(1) for such taxable year (in 
this paragraph referred to as the ‘unused 
credit year’), such excess shall be a credit 
carryback to each of the 3 taxable years pre-
ceding the unused credit year and a credit 
carryforward to each of the 20 taxable years 
following the unused credit year. 

‘‘(B) RULES.—Rules similar to the rules of 
section 39 shall apply with respect to the 
credit carryback and credit carryforward 
under subparagraph (A). 

‘‘(6) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of subsections (c), (d), and (e) 
of section 52 shall apply.’’. 

(2) NO DEDUCTION FOR COMPENSATION TAKEN 
INTO ACCOUNT FOR CREDIT.—Section 280C(a) 
(relating to rule for employment credits), as 
amended by this Act, is amended— 

(A) by inserting ‘‘or compensation’’ after 
‘‘salaries’’, and 

(B) by inserting ‘‘30D,’’ before ‘‘45A(a),’’. 
(3) CONFORMING AMENDMENT.—Section 

55(c)(2), as amended by this Act, is amended 
by inserting ‘‘30D(e)(1),’’ after ‘‘30C(e),’’. 

(4) CLERICAL AMENDMENT.—The table of 
sections for subpart B of part IV of sub-
chapter A of chapter 1, as amended by this 
Act, is amended by adding after the item re-
lating to section 30C the following new item: 

‘‘Sec. 30D. Credit for replacement of acti-
vated military reservists.’’. 

(5) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to 
amounts paid or incurred after September 30, 
2004, in taxable years ending after such date. 

(c) APPLICATION OF ANNUAL EXCLUSION 
LIMIT UNDER SECTION 911 TO HOUSING 
COSTS.— 

(1) IN GENERAL.—Section 911(c) (relating to 
housing cost amount) is amended by adding 
at the end the following new paragraph: 

‘‘(4) LIMIT ON EXCLUSION FOR EMPLOYER 
PROVIDED HOUSING COSTS.—The housing cost 
amount for any individual for any taxable 
year attributable to employer provided 
amounts shall not exceed the excess (if any) 
of— 

‘‘(A) the product of— 
‘‘(i) the exclusion amount determined 

under subsection (b)(2)(D) for the taxable 
year, and 

‘‘(ii) a fraction equal to the number of days 
of the taxable year within the applicable pe-
riod described in subparagraph (A) or (B) of 

subsection (d)(1) divided by the number of 
days in the taxable year, over 

‘‘(B) the foreign earned income of the indi-
vidual excluded under subsection (a)(1) for 
the taxable year.’’ 

(2) CONFORMING AMENDMENT.—Section 
911(c)(1) is amended by striking ‘‘The’’ and 
inserting ‘‘Except as provided in paragraph 
(4), the’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years beginning after December 31, 2003. 

SA 3124. Ms. LANDRIEU submitted 
an amendment intended to be proposed 
by him to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Beginning on page 441, strike line 10 
through page 442, line 13, and insert the fol-
lowing: 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the Ready Reserve-National Guard 
employee credit determined under this sec-
tion for any taxable year with respect to 
each Ready Reserve-National Guard em-
ployee of an employer is an amount equal to 
50 percent of the lesser of— 

‘‘(1) the actual compensation amount with 
respect to such employee for such taxable 
year, or 

‘‘(2) $30,000. 
‘‘(b) DEFINITION OF ACTUAL COMPENSATION 

AMOUNT.—For purposes of this section, the 
term ‘actual compensation amount’ means 
the amount of compensation paid or incurred 
by an employer with respect to a Ready Re-
serve-National Guard employee on any day 
when the employee was absent from employ-
ment for the purpose of performing qualified 
active duty. 

‘‘(c) LIMITATIONS.—No credit shall be al-
lowed with respect to any day that a Ready 
Reserve-National Guard employee who per-
forms qualified active duty was not sched-
uled to work (for reason other than to par-
ticipate in qualified active duty). 

SA 3125. Mr. DASCHLE submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

On page 557, between lines 9 and 10, insert 
the following: 
SEC. ll. MODIFICATION OF EXEMPTION FROM 

SELF-EMPLOYMENT TAX FOR CER-
TAIN TERMINATION PAYMENTS RE-
CEIVED BY FORMER INSURANCE 
SALESMEN. 

(a) INTERNAL REVENUE CODE.—Paragraph 
(4) of section 1402(k) of the Internal Revenue 
Code of 1986 (relating to codification of treat-
ment of certain termination payments re-
ceived by former insurance salesmen) is 
amended— 

(1) by striking ‘‘during the last year of 
such agreement’’ in subparagraph (A), and 

(2) by striking ‘‘length of service or’’ in 
subparagraph (B). 
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(b) SOCIAL SECURITY ACT.—Paragraph (4) of 

section 211(j) of the Social Security Act is 
amended— 

(1) by striking ‘‘during the last year of 
such agreement’’ in subparagraph (A), and 

(2) by striking ‘‘length of service or’’ in 
subparagraph (B). 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
after the date of the enactment of this Act. 

SA 3126. Mr. KYL submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Strike all after the enacting clause and in-
sert the following: 
SECTION 1. SHORT TITLE; AMENDMENT OF 1986 

CODE; TABLE OF CONTENTS. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Jumpstart Our Business Strength 
(JOBS) Act’’. 

(b) AMENDMENT OF 1986 CODE.—Except as 
otherwise expressly provided, whenever in 
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a 
section or other provision of the Internal 
Revenue Code of 1986. 

(c) TABLE OF CONTENTS.— 

Sec. 1. Short title; amendment of 1986 Code; 
table of contents. 

TITLE I—PROVISIONS RELATING TO RE-
PEAL OF EXCLUSION FOR 
EXTRATERRITORIAL INCOME 

Sec. 101. Repeal of exclusion for 
extraterritorial income. 

TITLE II—REDUCTION OF TOP 
CORPORATE TAX RATE 

Sec. 201. Reduction in corporate income tax 
rate. 

TITLE III—ALTERNATIVE MINIMUM TAX 
RELIEF 

Sec. 301. Reduction in corporate AMT rate. 
Sec. 302. Increase in exemption from AMT 

for small corporations. 
Sec. 303. Foreign tax credit under alter-

native minimum tax. 

TITLE IV—ADDITIONAL PROVISIONS 

Subtitle A—Provisions Designed To Curtail 
Tax Shelters 

Sec. 401. Clarification of economic substance 
doctrine. 

Sec. 402. Penalty for failing to disclose re-
portable transaction. 

Sec. 403. Accuracy-related penalty for listed 
transactions and other report-
able transactions having a sig-
nificant tax avoidance purpose. 

Sec. 404. Penalty for understatements at-
tributable to transactions lack-
ing economic substance, etc. 

Sec. 405. Modifications of substantial under-
statement penalty for non-
reportable transactions. 

Sec. 406. Tax shelter exception to confiden-
tiality privileges relating to 
taxpayer communications. 

Sec. 407. Disclosure of reportable trans-
actions. 

Sec. 408. Modifications to penalty for failure 
to register tax shelters. 

Sec. 409. Modification of penalty for failure 
to maintain lists of investors. 

Sec. 410. Modification of actions to enjoin 
certain conduct related to tax 
shelters and reportable trans-
actions. 

Sec. 411. Understatement of taxpayer’s li-
ability by income tax return 
preparer. 

Sec. 412. Penalty on failure to report inter-
ests in foreign financial ac-
counts. 

Sec. 413. Frivolous tax submissions. 
Sec. 414. Regulation of individuals prac-

ticing before the Department of 
Treasury. 

Sec. 415. Penalty on promoters of tax shel-
ters. 

Sec. 416. Statute of limitations for taxable 
years for which required listed 
transactions not reported. 

Sec. 417. Denial of deduction for interest on 
underpayments attributable to 
nondisclosed reportable and 
noneconomic substance trans-
actions. 

Sec. 418. Authorization of appropriations for 
tax law enforcement. 

Subtitle B—Other Corporate Governance 
Provisions 

Sec. 421. Affirmation of consolidated return 
regulation authority. 

Sec. 422. Increase in criminal monetary pen-
alty limitation for the under-
payment or overpayment of tax 
due to fraud. 

Subtitle C—Enron-Related Tax Shelter 
Provisions 

Sec. 431. Limitation on transfer or importa-
tion of built-in losses. 

Sec. 432. No reduction of basis under section 
734 in stock held by partnership 
in corporate partner. 

Sec. 433. Repeal of special rules for FASITs. 
Sec. 434. Expanded disallowance of deduc-

tion for interest on convertible 
debt. 

Sec. 435. Expanded authority to disallow tax 
benefits under section 269. 

Sec. 436. Modification of interaction be-
tween subpart F and passive 
foreign investment company 
rules. 

Subtitle D—Provisions to Discourage 
Expatriation 

Sec. 441. Tax treatment of inverted cor-
porate entities. 

Sec. 442. Imposition of mark-to-market tax 
on individuals who expatriate. 

Sec. 443. Excise tax on stock compensation 
of insiders in inverted corpora-
tions. 

Sec. 444. Reinsurance of United States risks 
in foreign jurisdictions. 

Sec. 445. Reporting of taxable mergers and 
acquisitions. 

Subtitle E—International Tax 
Sec. 451. Clarification of banking business 

for purposes of determining in-
vestment of earnings in United 
States property. 

Sec. 452. Prohibition on nonrecognition of 
gain through complete liquida-
tion of holding company. 

Sec. 453. Prevention of mismatching of in-
terest and original issue dis-
count deductions and income 
inclusions in transactions with 
related foreign persons. 

Sec. 454. Effectively connected income to in-
clude certain foreign source in-
come. 

Sec. 455. Recapture of overall foreign losses 
on sale of controlled foreign 
corporation. 

Sec. 456. Minimum holding period for for-
eign tax credit on withholding 
taxes on income other than 
dividends. 

Subtitle F—Other Revenue Provisions 
PART I—FINANCIAL INSTRUMENTS 

Sec. 461. Treatment of stripped interests in 
bond and preferred stock funds, 
etc. 

Sec. 462. Application of earnings stripping 
rules to partnerships and S cor-
porations. 

Sec. 463. Recognition of cancellation of in-
debtedness income realized on 
satisfaction of debt with part-
nership interest. 

Sec. 464. Modification of straddle rules. 
Sec. 465. Denial of installment sale treat-

ment for all readily tradeable 
debt. 

PART II—CORPORATIONS AND PARTNERSHIPS 
Sec. 466. Modification of treatment of trans-

fers to creditors in divisive re-
organizations. 

Sec. 467. Clarification of definition of non-
qualified preferred stock. 

Sec. 468. Modification of definition of con-
trolled group of corporations. 

Sec. 469. Mandatory basis adjustments in 
connection with partnership 
distributions and transfers of 
partnership interests. 

PART III—DEPRECIATION AND AMORTIZATION 
Sec. 471. Extension of amortization of intan-

gibles to sports franchises. 
Sec. 472. Class lives for utility grading costs. 
Sec. 473. Expansion of limitation on depre-

ciation of certain passenger 
automobiles. 

Sec. 474. Consistent amortization of periods 
for intangibles. 

Sec. 475. Reform of tax treatment of leasing 
operations. 

Sec. 476. Limitation on deductions allocable 
to property used by govern-
ments or other tax-exempt en-
tities.

PART IV—ADMINISTRATIVE PROVISIONS 
Sec. 481. Clarification of rules for payment 

of estimated tax for certain 
deemed asset sales. 

Sec. 482. Extension of IRS user fees. 
Sec. 483. Doubling of certain penalties, fines, 

and interest on underpayments 
related to certain offshore fi-
nancial arrangement. 

Sec. 484. Partial payment of tax liability in 
installment agreements. 

Sec. 485. Extension of customs user fees. 
Sec. 486. Deposits made to suspend running 

of interest on potential under-
payments. 

Sec. 487. Qualified tax collection contracts. 
PART V—MISCELLANEOUS PROVISIONS 

Sec. 491. Addition of vaccines against hepa-
titis A to list of taxable vac-
cines. 

Sec. 492. Recognition of gain from the sale 
of a principal residence ac-
quired in a like-kind exchange 
within 5 years of sale. 

Sec. 493. Clarification of exemption from tax 
for small property and casualty 
insurance companies. 

Sec. 494. Definition of insurance company 
for section 831. 

Sec. 495. Limitations on deduction for chari-
table contributions of patents 
and similar property. 

Sec. 496. Increase in age of minor children 
whose unearned income is taxed 
as if parent’s income. 

TITLE I—PROVISIONS RELATING TO RE-
PEAL OF EXCLUSION FOR 
EXTRATERRITORIAL INCOME 

SEC. 101. REPEAL OF EXCLUSION FOR 
EXTRATERRITORIAL INCOME. 

(a) IN GENERAL.—Section 114 is hereby re-
pealed. 
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(b) CONFORMING AMENDMENTS.— 
(1)(A) Subpart E of part III of subchapter N 

of chapter 1 (relating to qualifying foreign 
trade income) is hereby repealed. 

(B) The table of subparts for such part III 
is amended by striking the item relating to 
subpart E. 

(2) The table of sections for part III of sub-
chapter B of chapter 1 is amended by strik-
ing the item relating to section 114. 

(3) The second sentence of section 
56(g)(4)(B)(i) is amended by striking ‘‘114 or’’. 

(4) Section 275(a) is amended— 
(A) by inserting ‘‘or’’ at the end of para-

graph (4)(A), by striking ‘‘or’’ at the end of 
paragraph (4)(B) and inserting a period, and 
by striking subparagraph (C), and 

(B) by striking the last sentence. 
(5) Paragraph (3) of section 864(e) is amend-

ed— 
(A) by striking: 
‘‘(3) TAX-EXEMPT ASSETS NOT TAKEN INTO 

ACCOUNT.— 
‘‘(A) IN GENERAL.—For purposes of’’; and 

inserting: 
‘‘(3) TAX-EXEMPT ASSETS NOT TAKEN INTO 

ACCOUNT.—For purposes of’’, and 
(B) by striking subparagraph (B). 
(6) Section 903 is amended by striking ‘‘114, 

164(a),’’ and inserting ‘‘164(a)’’. 
(7) Section 999(c)(1) is amended by striking 

‘‘941(a)(5),’’. 
(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to transactions oc-
curring after the date of the enactment of 
this Act. 

(2) BINDING CONTRACTS.—The amendments 
made by this section shall not apply to any 
transaction in the ordinary course of a trade 
or business which occurs pursuant to a bind-
ing contract— 

(A) which is between the taxpayer and a 
person who is not a related person (as de-
fined in section 943(b)(3) of the Internal Rev-
enue Code of 1986, as in effect on the day be-
fore the date of the enactment of this Act), 
and 

(B) which is in effect on September 17, 2003, 
and at all times thereafter. 

(d) REVOCATION OF SECTION 943(e) ELEC-
TIONS.— 

(1) IN GENERAL.—In the case of a corpora-
tion that elected to be treated as a domestic 
corporation under section 943(e) of the Inter-
nal Revenue Code of 1986 (as in effect on the 
day before the date of the enactment of this 
Act)— 

(A) the corporation may, during the 1-year 
period beginning on the date of the enact-
ment of this Act, revoke such election, effec-
tive as of such date of enactment, and 

(B) if the corporation does revoke such 
election— 

(i) such corporation shall be treated as a 
domestic corporation transferring (as of such 
date of enactment) all of its property to a 
foreign corporation in connection with an 
exchange described in section 354 of such 
Code, and 

(ii) no gain or loss shall be recognized on 
such transfer. 

(2) EXCEPTION.—Subparagraph (B)(ii) of 
paragraph (1) shall not apply to gain on any 
asset held by the revoking corporation if— 

(A) the basis of such asset is determined in 
whole or in part by reference to the basis of 
such asset in the hands of the person from 
whom the revoking corporation acquired 
such asset, 

(B) the asset was acquired by transfer (not 
as a result of the election under section 
943(e) of such Code) occurring on or after the 
1st day on which its election under section 
943(e) of such Code was effective, and 

(C) a principal purpose of the acquisition 
was the reduction or avoidance of tax (other 
than a reduction in tax under section 114 of 

such Code, as in effect on the day before the 
date of the enactment of this Act). 

(e) GENERAL TRANSITION.— 
(1) IN GENERAL.—In the case of a taxable 

year ending after the date of the enactment 
of this Act and beginning before January 1, 
2007, for purposes of chapter 1 of such Code, 
a current FSC/ETI beneficiary shall be al-
lowed a deduction equal to the transition 
amount determined under this subsection 
with respect to such beneficiary for such 
year. 

(2) CURRENT FSC/ETI BENEFICIARY.—The 
term ‘‘current FSC/ETI beneficiary’’ means 
any corporation which entered into one or 
more transactions during its taxable year be-
ginning in calendar year 2002 with respect to 
which FSC/ETI benefits were allowable. 

(3) TRANSITION AMOUNT.—For purposes of 
this subsection— 

(A) IN GENERAL.—The transition amount 
applicable to any current FSC/ETI bene-
ficiary for any taxable year is the phaseout 
percentage of the base period amount. 

(B) PHASEOUT PERCENTAGE.— 
(i) IN GENERAL.—In the case of a taxpayer 

using the calendar year as its taxable year, 
the phaseout percentage shall be determined 
under the following table: 

The phaseout 
Years: percentage is: 
2005 ........................ 80
2006 ........................ 60. 

(ii) SPECIAL RULE FOR 2004.—The phaseout 
percentage for 2004 shall be the amount that 
bears the same ratio to 80 percent as the 
number of days after the date of the enact-
ment of this Act bears to 366. 

(iii) SPECIAL RULE FOR FISCAL YEAR TAX-
PAYERS.—In the case of a taxpayer not using 
the calendar year as its taxable year, the 
phaseout percentage is the weighted average 
of the phaseout percentages determined 
under the preceding provisions of this para-
graph with respect to calendar years any 
portion of which is included in the tax-
payer’s taxable year. The weighted average 
shall be determined on the basis of the re-
spective portions of the taxable year in each 
calendar year. 

(C) SHORT TAXABLE YEAR.—The Secretary 
shall prescribe guidance for the computation 
of the transition amount in the case of a 
short taxable year. 

(4) BASE PERIOD AMOUNT.—For purposes of 
this subsection, the base period amount is 
the average FSC/ETI benefit for the tax-
payer’s taxable years beginning in calendar 
years 2000, 2001, and 2002. 

(5) FSC/ETI BENEFIT.—For purposes of this 
subsection, the term ‘‘FSC/ETI benefit’’ 
means— 

(A) amounts excludable from gross income 
under section 114 of such Code, and 

(B) the exempt foreign trade income of re-
lated foreign sales corporations from prop-
erty acquired from the taxpayer (determined 
without regard to section 923(a)(5) of such 
Code (relating to special rule for military 
property), as in effect on the day before the 
date of the enactment of the FSC Repeal and 
Extraterritorial Income Exclusion Act of 
2000). 

In determining the FSC/ETI benefit there 
shall be excluded any amount attributable to 
a transaction with respect to which the tax-
payer is the lessor unless the leased property 
was manufactured or produced in whole or in 
significant part by the taxpayer. 

(6) SPECIAL RULE FOR AGRICULTURAL AND 
HORTICULTURAL COOPERATIVES.—Determina-
tions under this subsection with respect to 
an organization described in section 943(g)(1) 
of such Code, as in effect on the day before 
the date of the enactment of this Act, shall 
be made at the cooperative level and the pur-
poses of this subsection shall be carried out 

in a manner similar to section 199(h)(2) of 
such Code, as added by this Act. Such deter-
minations shall be in accordance with such 
requirements and procedures as the Sec-
retary may prescribe. 

(7) CERTAIN RULES TO APPLY.—Rules similar 
to the rules of section 41(f) of such Code shall 
apply for purposes of this subsection. 

(8) COORDINATION WITH BINDING CONTRACT 
RULE.—The deduction determined under 
paragraph (1) for any taxable year shall be 
reduced by the phaseout percentage of any 
FSC/ETI benefit realized for the taxable year 
by reason of subsection (c)(2) or section 
5(c)(1)(B) of the FSC Repeal and 
Extraterritorial Income Exclusion Act of 
2000, except that for purposes of this para-
graph the phaseout percentage for 2004 shall 
be treated as being equal to 100 percent. 

(9) SPECIAL RULE FOR TAXABLE YEAR WHICH 
INCLUDES DATE OF ENACTMENT.—In the case of 
a taxable year which includes the date of the 
enactment of this Act, the deduction allowed 
under this subsection to any current FSC/ 
ETI beneficiary shall in no event exceed— 

(A) 100 percent of such beneficiary’s base 
period amount for calendar year 2004, re-
duced by 

(B) the FSC/ETI benefit of such beneficiary 
with respect to transactions occurring dur-
ing the portion of the taxable year ending on 
the date of the enactment of this Act. 

TITLE II—REDUCTION OF TOP 
CORPORATE TAX RATE 

SEC. 201. REDUCTION IN CORPORATE INCOME 
TAX RATE. 

(a) IN GENERAL.—Subsection (b) of section 
11 (relating to tax imposed on corporations) 
is amended by redesignating paragraph (2) as 
paragraph (6) and by striking paragraph (1) 
and inserting the following new paragraphs: 

‘‘(1) FOR TAXABLE YEARS BEGINNING AFTER 
2009.—In the case of taxable years beginning 
after 2009, the amount of the tax imposed by 
subsection (a) shall be determined in accord-
ance with the following table: 

‘‘If taxable income is: The tax is: 
Not over $50,000 .............. 15% of taxable income. 
Over $50,000 but not over 

$75,000.
$7,500, plus 25% of the ex-

cess over $50,000. 
Over $75,000 ..................... $13,750, plus 33% of the 

excess over $75,000. 
‘‘(2) FOR TAXABLE YEARS BEGINNING IN 2006, 

2007, 2008, OR 2009.—In the case of taxable years 
beginning in 2006, 2007, 2008, or 2009, the 
amount of the tax imposed by subsection (a) 
shall be determined in accordance with the 
following table: 

‘‘If taxable income is: The tax is: 
Not over $50,000 .............. 15% of taxable income. 
Over $50,000 but not over 

$75,000.
$7,500, plus 25% of the ex-

cess over $50,000. 
Over $75,000 ..................... $13,750, plus 33.5% of the 

excess over $75,000. 
‘‘(3) FOR TAXABLE YEARS BEGINNING IN 2005.— 

In the case of taxable years beginning in 
2005, the amount of the tax imposed by sub-
section (a) shall be determined in accordance 
with the following table: 

‘‘If taxable income is: The tax is: 
Not over $50,000 .............. 15% of taxable income. 
Over $50,000 but not over 

$75,000.
$7,500, plus 25% of the ex-

cess over $50,000. 
Over $75,000 ..................... $13,750, plus 34% of the 

excess over $75,000. 
‘‘(4) FOR TAXABLE YEARS BEGINNING IN 2004.— 

In the case of taxable years beginning in 
2004, the amount of the tax imposed by sub-
section (a) shall be determined in accordance 
with the following table: 

‘‘If taxable income is: The tax is: 
Not over $50,000 .............. 15% of taxable income. 
Over $50,000 but not over 

$75,000.
$7,500, plus 25% of the ex-

cess over $50,000. 
Over $75,000 but not over 

$10,000,000.
$13,750, plus 34% of the 

excess over $75,000. 
Over $10,000,000 ............... $3,388,250, plus 34.5% of 

the excess over 
$10,000,000. 
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‘‘(5) PHASEOUT OF LOWER RATES FOR CER-

TAIN TAXPAYERS.— 
‘‘(A) GENERAL RULE.—In the case of a cor-

poration which has taxable income in excess 
of $100,000 for any taxable year, the amount 
of tax determined under paragraph (1), (2), (3) 
or (4) for such taxable year shall be increased 
by the lesser of (i) 5 percent of such excess, 
or (ii) $11,000 ($11,750 in the case of taxable 
years beginning before 2006 and $11,375 in the 
case of taxable years beginning after 2005 and 
before 2010). 

‘‘(B) HIGHER INCOME CORPORATIONS.—In the 
case of a corporation which has taxable in-
come in excess of $15,000,000 for taxable years 
beginning in 2004, the amount of the tax de-
termined under the foregoing provisions of 
this subsection shall be increased by an addi-
tional amount equal to the lesser of (i) 3 per-
cent of such excess, or (ii) $50,000.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 904(b)(3)(D)(ii) is amended to 

read as follows: 
‘‘(ii) in the case of a corporation, section 

1201(a) applies to such taxable year.’’. 
(2) Section 1201(a) is amended by striking 

‘‘the last 2 sentences of section 11(b)(1)’’ and 
inserting ‘‘section 11(b)(5)’’. 

(3) Section 1561(a) is amended— 
(A) by striking ‘‘the last 2 sentences of sec-

tion 11(b)(1)’’ and inserting ‘‘section 
11(b)(5)’’, and 

(B) by striking ‘‘such last 2 sentences’’ and 
inserting ‘‘section 11(b)(5)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 

TITLE III—ALTERNATIVE MINIMUM TAX 
RELIEF 

SEC. 301. REDUCTION IN CORPORATE AMT RATE. 
(a) IN GENERAL.—Section 55(b)(1)(B)(i) (re-

lating to amount of tentative tax for cor-
porations) is amended by striking ‘‘20 per-
cent’’ and inserting ‘‘19 percent (19.5 percent 
for taxable years beginning in 2004 or 2005)’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 302. INCREASE IN EXEMPTION FROM AMT 

FOR SMALL CORPORATIONS. 
(a) IN GENERAL.—Paragraph (1) of section 

55(e) (relating to exemption for small cor-
porations) is amended— 

(1) by striking ‘‘$7,500,000’’ in the heading 
and the text of subparagraph (A) and insert-
ing ‘‘$15,000,000’’, 

(2) by striking subparagraph (B), and 
(3) by redesignating subparagraphs (C) and 

(D) as subparagraphs (B) and (C), respec-
tively. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 303. FOREIGN TAX CREDIT UNDER ALTER-

NATIVE MINIMUM TAX. 
(a) IN GENERAL.— 
(1) Subsection (a) of section 59 is amended 

by striking paragraph (2) and by redesig-
nating paragraphs (3) and (4) as paragraphs 
(2) and (3), respectively. 

(2) Section 53(d)(1)(B)(i)(II) is amended by 
striking ‘‘and if section 59(a)(2) did not 
apply’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2004. 

TITLE IV—ADDITIONAL PROVISIONS 
Subtitle A—Provisions Designed To Curtail 

Tax Shelters 
SEC. 401. CLARIFICATION OF ECONOMIC SUB-

STANCE DOCTRINE. 
(a) IN GENERAL.—Section 7701 is amended 

by redesignating subsection (n) as subsection 
(o) and by inserting after subsection (m) the 
following new subsection: 

‘‘(n) CLARIFICATION OF ECONOMIC SUB-
STANCE DOCTRINE; ETC.— 

‘‘(1) GENERAL RULES.— 
‘‘(A) IN GENERAL.—In any case in which a 

court determines that the economic sub-
stance doctrine is relevant for purposes of 
this title to a transaction (or series of trans-
actions), such transaction (or series of trans-
actions) shall have economic substance only 
if the requirements of this paragraph are 
met. 

‘‘(B) DEFINITION OF ECONOMIC SUBSTANCE.— 
For purposes of subparagraph (A)— 

‘‘(i) IN GENERAL.—A transaction has eco-
nomic substance only if— 

‘‘(I) the transaction changes in a meaning-
ful way (apart from Federal tax effects) the 
taxpayer’s economic position, and 

‘‘(II) the taxpayer has a substantial nontax 
purpose for entering into such transaction 
and the transaction is a reasonable means of 
accomplishing such purpose. 

In applying subclause (II), a purpose of 
achieving a financial accounting benefit 
shall not be taken into account in deter-
mining whether a transaction has a substan-
tial nontax purpose if the origin of such fi-
nancial accounting benefit is a reduction of 
income tax. 

‘‘(ii) SPECIAL RULE WHERE TAXPAYER RELIES 
ON PROFIT POTENTIAL.—A transaction shall 
not be treated as having economic substance 
by reason of having a potential for profit un-
less— 

‘‘(I) the present value of the reasonably ex-
pected pre-tax profit from the transaction is 
substantial in relation to the present value 
of the expected net tax benefits that would 
be allowed if the transaction were respected, 
and 

‘‘(II) the reasonably expected pre-tax profit 
from the transaction exceeds a risk-free rate 
of return. 

‘‘(C) TREATMENT OF FEES AND FOREIGN 
TAXES.—Fees and other transaction expenses 
and foreign taxes shall be taken into account 
as expenses in determining pre-tax profit 
under subparagraph (B)(ii). 

‘‘(2) SPECIAL RULES FOR TRANSACTIONS WITH 
TAX-INDIFFERENT PARTIES.— 

‘‘(A) SPECIAL RULES FOR FINANCING TRANS-
ACTIONS.—The form of a transaction which is 
in substance the borrowing of money or the 
acquisition of financial capital directly or 
indirectly from a tax-indifferent party shall 
not be respected if the present value of the 
deductions to be claimed with respect to the 
transaction is substantially in excess of the 
present value of the anticipated economic re-
turns of the person lending the money or 
providing the financial capital. A public of-
fering shall be treated as a borrowing, or an 
acquisition of financial capital, from a tax- 
indifferent party if it is reasonably expected 
that at least 50 percent of the offering will be 
placed with tax-indifferent parties. 

‘‘(B) ARTIFICIAL INCOME SHIFTING AND BASIS 
ADJUSTMENTS.—The form of a transaction 
with a tax-indifferent party shall not be re-
spected if— 

‘‘(i) it results in an allocation of income or 
gain to the tax-indifferent party in excess of 
such party’s economic income or gain, or 

‘‘(ii) it results in a basis adjustment or 
shifting of basis on account of overstating 
the income or gain of the tax-indifferent 
party. 

‘‘(3) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this subsection— 

‘‘(A) ECONOMIC SUBSTANCE DOCTRINE.—The 
term ‘economic substance doctrine’ means 
the common law doctrine under which tax 
benefits under subtitle A with respect to a 
transaction are not allowable if the trans-
action does not have economic substance or 
lacks a business purpose. 

‘‘(B) TAX-INDIFFERENT PARTY.—The term 
‘tax-indifferent party’ means any person or 
entity not subject to tax imposed by subtitle 

A. A person shall be treated as a tax-indif-
ferent party with respect to a transaction if 
the items taken into account with respect to 
the transaction have no substantial impact 
on such person’s liability under subtitle A. 

‘‘(C) EXCEPTION FOR PERSONAL TRANS-
ACTIONS OF INDIVIDUALS.—In the case of an 
individual, this subsection shall apply only 
to transactions entered into in connection 
with a trade or business or an activity en-
gaged in for the production of income. 

‘‘(D) TREATMENT OF LESSORS.—In applying 
paragraph (1)(B)(ii) to the lessor of tangible 
property subject to a lease— 

‘‘(i) the expected net tax benefits with re-
spect to the leased property shall not include 
the benefits of— 

‘‘(I) depreciation, 
‘‘(II) any tax credit, or 
‘‘(III) any other deduction as provided in 

guidance by the Secretary, and 
‘‘(ii) subclause (II) of paragraph (1)(B)(ii) 

shall be disregarded in determining whether 
any of such benefits are allowable. 

‘‘(4) OTHER COMMON LAW DOCTRINES NOT AF-
FECTED.—Except as specifically provided in 
this subsection, the provisions of this sub-
section shall not be construed as altering or 
supplanting any other rule of law, and the 
requirements of this subsection shall be con-
strued as being in addition to any such other 
rule of law. 

‘‘(5) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection. Such regulations 
may include exemptions from the applica-
tion of this subsection.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act. 
SEC. 402. PENALTY FOR FAILING TO DISCLOSE 

REPORTABLE TRANSACTION. 
(a) IN GENERAL.—Part I of subchapter B of 

chapter 68 (relating to assessable penalties) 
is amended by inserting after section 6707 
the following new section: 
‘‘SEC. 6707A. PENALTY FOR FAILURE TO INCLUDE 

REPORTABLE TRANSACTION INFOR-
MATION WITH RETURN OR STATE-
MENT. 

‘‘(a) IMPOSITION OF PENALTY.—Any person 
who fails to include on any return or state-
ment any information with respect to a re-
portable transaction which is required under 
section 6011 to be included with such return 
or statement shall pay a penalty in the 
amount determined under subsection (b). 

‘‘(b) AMOUNT OF PENALTY.— 
‘‘(1) IN GENERAL.—Except as provided in 

paragraphs (2) and (3), the amount of the 
penalty under subsection (a) shall be $50,000. 

‘‘(2) LISTED TRANSACTION.—The amount of 
the penalty under subsection (a) with respect 
to a listed transaction shall be $100,000. 

‘‘(3) INCREASE IN PENALTY FOR LARGE ENTI-
TIES AND HIGH NET WORTH INDIVIDUALS.— 

‘‘(A) IN GENERAL.—In the case of a failure 
under subsection (a) by— 

‘‘(i) a large entity, or 
‘‘(ii) a high net worth individual, 

the penalty under paragraph (1) or (2) shall 
be twice the amount determined without re-
gard to this paragraph. 

‘‘(B) LARGE ENTITY.—For purposes of sub-
paragraph (A), the term ‘large entity’ means, 
with respect to any taxable year, a person 
(other than a natural person) with gross re-
ceipts in excess of $10,000,000 for the taxable 
year in which the reportable transaction oc-
curs or the preceding taxable year. Rules 
similar to the rules of paragraph (2) and sub-
paragraphs (B), (C), and (D) of paragraph (3) 
of section 448(c) shall apply for purposes of 
this subparagraph. 

‘‘(C) HIGH NET WORTH INDIVIDUAL.—For pur-
poses of subparagraph (A), the term ‘high net 
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CONGRESSIONAL RECORD — SENATES5102 May 10, 2004 
worth individual’ means, with respect to a 
reportable transaction, a natural person 
whose net worth exceeds $2,000,000 imme-
diately before the transaction. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) REPORTABLE TRANSACTION.—The term 
‘reportable transaction’ means any trans-
action with respect to which information is 
required to be included with a return or 
statement because, as determined under reg-
ulations prescribed under section 6011, such 
transaction is of a type which the Secretary 
determines as having a potential for tax 
avoidance or evasion. 

‘‘(2) LISTED TRANSACTION.—Except as pro-
vided in regulations, the term ‘listed trans-
action’ means a reportable transaction 
which is the same as, or substantially simi-
lar to, a transaction specifically identified 
by the Secretary as a tax avoidance trans-
action for purposes of section 6011. 

‘‘(d) AUTHORITY TO RESCIND PENALTY.— 
‘‘(1) IN GENERAL.—The Commissioner of In-

ternal Revenue may rescind all or any por-
tion of any penalty imposed by this section 
with respect to any violation if— 

‘‘(A) the violation is with respect to a re-
portable transaction other than a listed 
transaction, 

‘‘(B) the person on whom the penalty is im-
posed has a history of complying with the re-
quirements of this title, 

‘‘(C) it is shown that the violation is due to 
an unintentional mistake of fact; 

‘‘(D) imposing the penalty would be 
against equity and good conscience, and 

‘‘(E) rescinding the penalty would promote 
compliance with the requirements of this 
title and effective tax administration. 

‘‘(2) DISCRETION.—The exercise of authority 
under paragraph (1) shall be at the sole dis-
cretion of the Commissioner and may be del-
egated only to the head of the Office of Tax 
Shelter Analysis. The Commissioner, in the 
Commissioner’s sole discretion, may estab-
lish a procedure to determine if a penalty 
should be referred to the Commissioner or 
the head of such Office for a determination 
under paragraph (1). 

‘‘(3) NO APPEAL.—Notwithstanding any 
other provision of law, any determination 
under this subsection may not be reviewed in 
any administrative or judicial proceeding. 

‘‘(4) RECORDS.—If a penalty is rescinded 
under paragraph (1), the Commissioner shall 
place in the file in the Office of the Commis-
sioner the opinion of the Commissioner or 
the head of the Office of Tax Shelter Anal-
ysis with respect to the determination, in-
cluding— 

‘‘(A) the facts and circumstances of the 
transaction, 

‘‘(B) the reasons for the rescission, and 
‘‘(C) the amount of the penalty rescinded. 
‘‘(5) REPORT.—The Commissioner shall 

each year report to the Committee on Ways 
and Means of the House of Representatives 
and the Committee on Finance of the Sen-
ate— 

‘‘(A) a summary of the total number and 
aggregate amount of penalties imposed, and 
rescinded, under this section, and 

‘‘(B) a description of each penalty re-
scinded under this subsection and the rea-
sons therefor. 

‘‘(e) PENALTY REPORTED TO SEC.—In the 
case of a person— 

‘‘(1) which is required to file periodic re-
ports under section 13 or 15(d) of the Securi-
ties Exchange Act of 1934 or is required to be 
consolidated with another person for pur-
poses of such reports, and 

‘‘(2) which— 
‘‘(A) is required to pay a penalty under this 

section with respect to a listed transaction, 
‘‘(B) is required to pay a penalty under sec-

tion 6662A with respect to any reportable 

transaction at a rate prescribed under sec-
tion 6662A(c), or 

‘‘(C) is required to pay a penalty under sec-
tion 6662B with respect to any noneconomic 
substance transaction, 
the requirement to pay such penalty shall be 
disclosed in such reports filed by such person 
for such periods as the Secretary shall speci-
fy. Failure to make a disclosure in accord-
ance with the preceding sentence shall be 
treated as a failure to which the penalty 
under subsection (b)(2) applies. 

‘‘(f) COORDINATION WITH OTHER PEN-
ALTIES.—The penalty imposed by this section 
is in addition to any penalty imposed under 
this title.’’. 

(b) CONFORMING AMENDMENT.—The table of 
sections for part I of subchapter B of chapter 
68 is amended by inserting after the item re-
lating to section 6707 the following: 

‘‘Sec. 6707A. Penalty for failure to include re-
portable transaction informa-
tion with return or state-
ment.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to returns 
and statements the due date for which is 
after the date of the enactment of this Act. 
SEC. 403. ACCURACY-RELATED PENALTY FOR 

LISTED TRANSACTIONS AND OTHER 
REPORTABLE TRANSACTIONS HAV-
ING A SIGNIFICANT TAX AVOIDANCE 
PURPOSE. 

(a) IN GENERAL.—Subchapter A of chapter 
68 is amended by inserting after section 6662 
the following new section: 
‘‘SEC. 6662A. IMPOSITION OF ACCURACY-RE-

LATED PENALTY ON UNDERSTATE-
MENTS WITH RESPECT TO REPORT-
ABLE TRANSACTIONS. 

‘‘(a) IMPOSITION OF PENALTY.—If a taxpayer 
has a reportable transaction understatement 
for any taxable year, there shall be added to 
the tax an amount equal to 20 percent of the 
amount of such understatement. 

‘‘(b) REPORTABLE TRANSACTION UNDER-
STATEMENT.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘reportable 
transaction understatement’ means the sum 
of— 

‘‘(A) the product of— 
‘‘(i) the amount of the increase (if any) in 

taxable income which results from a dif-
ference between the proper tax treatment of 
an item to which this section applies and the 
taxpayer’s treatment of such item (as shown 
on the taxpayer’s return of tax), and 

‘‘(ii) the highest rate of tax imposed by 
section 1 (section 11 in the case of a taxpayer 
which is a corporation), and 

‘‘(B) the amount of the decrease (if any) in 
the aggregate amount of credits determined 
under subtitle A which results from a dif-
ference between the taxpayer’s treatment of 
an item to which this section applies (as 
shown on the taxpayer’s return of tax) and 
the proper tax treatment of such item. 

For purposes of subparagraph (A), any reduc-
tion of the excess of deductions allowed for 
the taxable year over gross income for such 
year, and any reduction in the amount of 
capital losses which would (without regard 
to section 1211) be allowed for such year, 
shall be treated as an increase in taxable in-
come. 

‘‘(2) ITEMS TO WHICH SECTION APPLIES.—This 
section shall apply to any item which is at-
tributable to— 

‘‘(A) any listed transaction, and 
‘‘(B) any reportable transaction (other 

than a listed transaction) if a significant 
purpose of such transaction is the avoidance 
or evasion of Federal income tax. 

‘‘(c) HIGHER PENALTY FOR NONDISCLOSED 
LISTED AND OTHER AVOIDANCE TRANS-
ACTIONS.— 

‘‘(1) IN GENERAL.—Subsection (a) shall be 
applied by substituting ‘30 percent’ for ‘20 

percent’ with respect to the portion of any 
reportable transaction understatement with 
respect to which the requirement of section 
6664(d)(2)(A) is not met. 

‘‘(2) RULES APPLICABLE TO ASSERTION AND 
COMPROMISE OF PENALTY.— 

‘‘(A) IN GENERAL.—Only upon the approval 
by the Chief Counsel for the Internal Rev-
enue Service or the Chief Counsel’s delegate 
at the national office of the Internal Rev-
enue Service may a penalty to which para-
graph (1) applies be included in a 1st letter of 
proposed deficiency which allows the tax-
payer an opportunity for administrative re-
view in the Internal Revenue Service Office 
of Appeals. If such a letter is provided to the 
taxpayer, only the Commissioner of Internal 
Revenue may compromise all or any portion 
of such penalty. 

‘‘(B) APPLICABLE RULES.—The rules of para-
graphs (2), (3), (4), and (5) of section 6707A(d) 
shall apply for purposes of subparagraph (A). 

‘‘(d) DEFINITIONS OF REPORTABLE AND LIST-
ED TRANSACTIONS.—For purposes of this sec-
tion, the terms ‘reportable transaction’ and 
‘listed transaction’ have the respective 
meanings given to such terms by section 
6707A(c). 

‘‘(e) SPECIAL RULES.— 
‘‘(1) COORDINATION WITH PENALTIES, ETC., ON 

OTHER UNDERSTATEMENTS.—In the case of an 
understatement (as defined in section 
6662(d)(2))— 

‘‘(A) the amount of such understatement 
(determined without regard to this para-
graph) shall be increased by the aggregate 
amount of reportable transaction under-
statements and noneconomic substance 
transaction understatements for purposes of 
determining whether such understatement is 
a substantial understatement under section 
6662(d)(1), and 

‘‘(B) the addition to tax under section 
6662(a) shall apply only to the excess of the 
amount of the substantial understatement 
(if any) after the application of subparagraph 
(A) over the aggregate amount of reportable 
transaction understatements and non-
economic substance transaction understate-
ments. 

‘‘(2) COORDINATION WITH OTHER PENALTIES.— 
‘‘(A) APPLICATION OF FRAUD PENALTY.—Ref-

erences to an underpayment in section 6663 
shall be treated as including references to a 
reportable transaction understatement and a 
noneconomic substance transaction under-
statement. 

‘‘(B) NO DOUBLE PENALTY.—This section 
shall not apply to any portion of an under-
statement on which a penalty is imposed 
under section 6662B or 6663. 

‘‘(3) SPECIAL RULE FOR AMENDED RETURNS.— 
Except as provided in regulations, in no 
event shall any tax treatment included with 
an amendment or supplement to a return of 
tax be taken into account in determining the 
amount of any reportable transaction under-
statement or noneconomic substance trans-
action understatement if the amendment or 
supplement is filed after the earlier of the 
date the taxpayer is first contacted by the 
Secretary regarding the examination of the 
return or such other date as is specified by 
the Secretary. 

‘‘(4) NONECONOMIC SUBSTANCE TRANSACTION 
UNDERSTATEMENT.—For purposes of this sub-
section, the term ‘noneconomic substance 
transaction understatement’ has the mean-
ing given such term by section 6662B(c). 

‘‘(5) CROSS REFERENCE.— 

‘‘For reporting of section 6662A(c) penalty 
to the Securities and Exchange Commission, 
see section 6707A(e).’’. 

(b) DETERMINATION OF OTHER UNDERSTATE-
MENTS.—Subparagraph (A) of section 
6662(d)(2) is amended by adding at the end 
the following flush sentence: 
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‘‘The excess under the preceding sentence 
shall be determined without regard to items 
to which section 6662A applies and without 
regard to items with respect to which a pen-
alty is imposed by section 6662B.’’. 

(c) REASONABLE CAUSE EXCEPTION.— 
(1) IN GENERAL.—Section 6664 is amended 

by adding at the end the following new sub-
section: 

‘‘(d) REASONABLE CAUSE EXCEPTION FOR RE-
PORTABLE TRANSACTION UNDERSTATEMENTS.— 

‘‘(1) IN GENERAL.—No penalty shall be im-
posed under section 6662A with respect to 
any portion of a reportable transaction un-
derstatement if it is shown that there was a 
reasonable cause for such portion and that 
the taxpayer acted in good faith with respect 
to such portion. 

‘‘(2) SPECIAL RULES.—Paragraph (1) shall 
not apply to any reportable transaction un-
derstatement unless— 

‘‘(A) the relevant facts affecting the tax 
treatment of the item are adequately dis-
closed in accordance with the regulations 
prescribed under section 6011, 

‘‘(B) there is or was substantial authority 
for such treatment, and 

‘‘(C) the taxpayer reasonably believed that 
such treatment was more likely than not the 
proper treatment. 
A taxpayer failing to adequately disclose in 
accordance with section 6011 shall be treated 
as meeting the requirements of subparagraph 
(A) if the penalty for such failure was re-
scinded under section 6707A(d). 

‘‘(3) RULES RELATING TO REASONABLE BE-
LIEF.—For purposes of paragraph (2)(C)— 

‘‘(A) IN GENERAL.—A taxpayer shall be 
treated as having a reasonable belief with re-
spect to the tax treatment of an item only if 
such belief— 

‘‘(i) is based on the facts and law that exist 
at the time the return of tax which includes 
such tax treatment is filed, and 

‘‘(ii) relates solely to the taxpayer’s 
chances of success on the merits of such 
treatment and does not take into account 
the possibility that a return will not be au-
dited, such treatment will not be raised on 
audit, or such treatment will be resolved 
through settlement if it is raised. 

‘‘(B) CERTAIN OPINIONS MAY NOT BE RELIED 
UPON.— 

‘‘(i) IN GENERAL.—An opinion of a tax advi-
sor may not be relied upon to establish the 
reasonable belief of a taxpayer if— 

‘‘(I) the tax advisor is described in clause 
(ii), or 

‘‘(II) the opinion is described in clause (iii). 
‘‘(ii) DISQUALIFIED TAX ADVISORS.—A tax 

advisor is described in this clause if the tax 
advisor— 

‘‘(I) is a material advisor (within the mean-
ing of section 6111(b)(1)) who participates in 
the organization, management, promotion, 
or sale of the transaction or who is related 
(within the meaning of section 267(b) or 
707(b)(1)) to any person who so participates, 

‘‘(II) is compensated directly or indirectly 
by a material advisor with respect to the 
transaction, 

‘‘(III) has a fee arrangement with respect 
to the transaction which is contingent on all 
or part of the intended tax benefits from the 
transaction being sustained, or 

‘‘(IV) as determined under regulations pre-
scribed by the Secretary, has a disqualifying 
financial interest with respect to the trans-
action. 

‘‘(iii) DISQUALIFIED OPINIONS.—For purposes 
of clause (i), an opinion is disqualified if the 
opinion— 

‘‘(I) is based on unreasonable factual or 
legal assumptions (including assumptions as 
to future events), 

‘‘(II) unreasonably relies on representa-
tions, statements, findings, or agreements of 
the taxpayer or any other person, 

‘‘(III) does not identify and consider all rel-
evant facts, or 

‘‘(IV) fails to meet any other requirement 
as the Secretary may prescribe.’’. 

(2) CONFORMING AMENDMENT.—The heading 
for subsection (c) of section 6664 is amended 
by inserting ‘‘FOR UNDERPAYMENTS’’ after 
‘‘EXCEPTION’’. 

(d) CONFORMING AMENDMENTS.— 
(1) Subparagraph (C) of section 461(i)(3) is 

amended by striking ‘‘section 
6662(d)(2)(C)(iii)’’ and inserting ‘‘section 
1274(b)(3)(C)’’. 

(2) Paragraph (3) of section 1274(b) is 
amended— 

(A) by striking ‘‘(as defined in section 
6662(d)(2)(C)(iii))’’ in subparagraph (B)(i), and 

(B) by adding at the end the following new 
subparagraph: 

‘‘(C) TAX SHELTER.—For purposes of sub-
paragraph (B), the term ‘tax shelter’ means— 

‘‘(i) a partnership or other entity, 
‘‘(ii) any investment plan or arrangement, 

or 
‘‘(iii) any other plan or arrangement, 

if a significant purpose of such partnership, 
entity, plan, or arrangement is the avoid-
ance or evasion of Federal income tax.’’. 

(3) Section 6662(d)(2) is amended by strik-
ing subparagraphs (C) and (D). 

(4) Section 6664(c)(1) is amended by strik-
ing ‘‘this part’’ and inserting ‘‘section 6662 or 
6663’’. 

(5) Subsection (b) of section 7525 is amend-
ed by striking ‘‘section 6662(d)(2)(C)(iii)’’ and 
inserting ‘‘section 1274(b)(3)(C)’’. 

(6)(A) The heading for section 6662 is 
amended to read as follows: 
‘‘SEC. 6662. IMPOSITION OF ACCURACY-RELATED 

PENALTY ON UNDERPAYMENTS.’’. 
(B) The table of sections for part II of sub-

chapter A of chapter 68 is amended by strik-
ing the item relating to section 6662 and in-
serting the following new items: 

‘‘Sec. 6662. Imposition of accuracy-related 
penalty on underpayments. 

‘‘Sec. 6662A. Imposition of accuracy-related 
penalty on understatements 
with respect to reportable 
transactions.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after the date of the enactment 
of this Act. 
SEC. 404. PENALTY FOR UNDERSTATEMENTS AT-

TRIBUTABLE TO TRANSACTIONS 
LACKING ECONOMIC SUBSTANCE, 
ETC. 

(a) IN GENERAL.—Subchapter A of chapter 
68 is amended by inserting after section 
6662A the following new section: 
‘‘SEC. 6662B. PENALTY FOR UNDERSTATEMENTS 

ATTRIBUTABLE TO TRANSACTIONS 
LACKING ECONOMIC SUBSTANCE, 
ETC. 

‘‘(a) IMPOSITION OF PENALTY.—If a taxpayer 
has an noneconomic substance transaction 
understatement for any taxable year, there 
shall be added to the tax an amount equal to 
40 percent of the amount of such understate-
ment. 

‘‘(b) REDUCTION OF PENALTY FOR DISCLOSED 
TRANSACTIONS.—Subsection (a) shall be ap-
plied by substituting ‘20 percent’ for ‘40 per-
cent’ with respect to the portion of any non-
economic substance transaction understate-
ment with respect to which the relevant 
facts affecting the tax treatment of the item 
are adequately disclosed in the return or a 
statement attached to the return. 

‘‘(c) NONECONOMIC SUBSTANCE TRANSACTION 
UNDERSTATEMENT.—For purposes of this sec-
tion— 

‘‘(1) IN GENERAL.—The term ‘noneconomic 
substance transaction understatement’ 
means any amount which would be an under-
statement under section 6662A(b)(1) if section 

6662A were applied by taking into account 
items attributable to noneconomic sub-
stance transactions rather than items to 
which section 6662A would apply without re-
gard to this paragraph. 

‘‘(2) NONECONOMIC SUBSTANCE TRANS-
ACTION.—The term ‘noneconomic substance 
transaction’ means any transaction if— 

‘‘(A) there is a lack of economic substance 
(within the meaning of section 7701(n)(1)) for 
the transaction giving rise to the claimed 
benefit or the transaction was not respected 
under section 7701(n)(2), or 

‘‘(B) the transaction fails to meet the re-
quirements of any similar rule of law. 

‘‘(d) RULES APPLICABLE TO COMPROMISE OF 
PENALTY.— 

‘‘(1) IN GENERAL.—If the 1st letter of pro-
posed deficiency which allows the taxpayer 
an opportunity for administrative review in 
the Internal Revenue Service Office of Ap-
peals has been sent with respect to a penalty 
to which this section applies, only the Com-
missioner of Internal Revenue may com-
promise all or any portion of such penalty. 

‘‘(2) APPLICABLE RULES.—The rules of para-
graphs (2), (3), (4), and (5) of section 6707A(d) 
shall apply for purposes of paragraph (1). 

‘‘(e) COORDINATION WITH OTHER PEN-
ALTIES.—Except as otherwise provided in this 
part, the penalty imposed by this section 
shall be in addition to any other penalty im-
posed by this title. 

‘‘(f) CROSS REFERENCES.— 
‘‘(1) For coordination of penalty with un-

derstatements under section 6662 and other 
special rules, see section 6662A(e). 

‘‘(2) For reporting of penalty imposed 
under this section to the Securities and Ex-
change Commission, see section 6707A(e).’’. 

(b) CLERICAL AMENDMENT.—The table of 
sections for part II of subchapter A of chap-
ter 68 is amended by inserting after the item 
relating to section 6662A the following new 
item: 

‘‘Sec. 6662B. Penalty for understatements at-
tributable to transactions lack-
ing economic substance, etc.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act. 
SEC. 405. MODIFICATIONS OF SUBSTANTIAL UN-

DERSTATEMENT PENALTY FOR NON-
REPORTABLE TRANSACTIONS. 

(a) SUBSTANTIAL UNDERSTATEMENT OF COR-
PORATIONS.—Section 6662(d)(1)(B) (relating to 
special rule for corporations) is amended to 
read as follows: 

‘‘(B) SPECIAL RULE FOR CORPORATIONS.—In 
the case of a corporation other than an S 
corporation or a personal holding company 
(as defined in section 542), there is a substan-
tial understatement of income tax for any 
taxable year if the amount of the understate-
ment for the taxable year exceeds the lesser 
of— 

‘‘(i) 10 percent of the tax required to be 
shown on the return for the taxable year (or, 
if greater, $10,000), or 

‘‘(ii) $10,000,000.’’. 
(b) REDUCTION FOR UNDERSTATEMENT OF 

TAXPAYER DUE TO POSITION OF TAXPAYER OR 
DISCLOSED ITEM.— 

(1) IN GENERAL.—Section 6662(d)(2)(B)(i) (re-
lating to substantial authority) is amended 
to read as follows: 

‘‘(i) the tax treatment of any item by the 
taxpayer if the taxpayer had reasonable be-
lief that the tax treatment was more likely 
than not the proper treatment, or’’. 

(2) CONFORMING AMENDMENT.—Section 
6662(d) is amended by adding at the end the 
following new paragraph: 

‘‘(3) SECRETARIAL LIST.—For purposes of 
this subsection, section 6664(d)(2), and sec-
tion 6694(a)(1), the Secretary may prescribe a 
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list of positions for which the Secretary be-
lieves there is not substantial authority or 
there is no reasonable belief that the tax 
treatment is more likely than not the proper 
tax treatment. Such list (and any revisions 
thereof) shall be published in the Federal 
Register or the Internal Revenue Bulletin.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 406. TAX SHELTER EXCEPTION TO CON-

FIDENTIALITY PRIVILEGES RELAT-
ING TO TAXPAYER COMMUNICA-
TIONS. 

(a) IN GENERAL.—Section 7525(b) (relating 
to section not to apply to communications 
regarding corporate tax shelters) is amended 
to read as follows: 

‘‘(b) SECTION NOT TO APPLY TO COMMUNICA-
TIONS REGARDING TAX SHELTERS.—The privi-
lege under subsection (a) shall not apply to 
any written communication which is— 

‘‘(1) between a federally authorized tax 
practitioner and— 

‘‘(A) any person, 
‘‘(B) any director, officer, employee, agent, 

or representative of the person, or 
‘‘(C) any other person holding a capital or 

profits interest in the person, and 
‘‘(2) in connection with the promotion of 

the direct or indirect participation of the 
person in any tax shelter (as defined in sec-
tion 1274(b)(3)(C)).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to commu-
nications made on or after the date of the 
enactment of this Act. 
SEC. 407. DISCLOSURE OF REPORTABLE TRANS-

ACTIONS. 
(a) IN GENERAL.—Section 6111 (relating to 

registration of tax shelters) is amended to 
read as follows: 
‘‘SEC. 6111. DISCLOSURE OF REPORTABLE TRANS-

ACTIONS. 
‘‘(a) IN GENERAL.—Each material advisor 

with respect to any reportable transaction 
shall make a return (in such form as the Sec-
retary may prescribe) setting forth— 

‘‘(1) information identifying and describing 
the transaction, 

‘‘(2) information describing any potential 
tax benefits expected to result from the 
transaction, and 

‘‘(3) such other information as the Sec-
retary may prescribe. 
Such return shall be filed not later than the 
date specified by the Secretary. 

‘‘(b) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) MATERIAL ADVISOR.— 
‘‘(A) IN GENERAL.—The term ‘material ad-

visor’ means any person— 
‘‘(i) who provides any material aid, assist-

ance, or advice with respect to organizing, 
managing, promoting, selling, implementing, 
or carrying out any reportable transaction, 
and 

‘‘(ii) who directly or indirectly derives 
gross income in excess of the threshold 
amount for such aid, assistance, or advice. 

‘‘(B) THRESHOLD AMOUNT.—For purposes of 
subparagraph (A), the threshold amount is— 

‘‘(i) $50,000 in the case of a reportable 
transaction substantially all of the tax bene-
fits from which are provided to natural per-
sons, and 

‘‘(ii) $250,000 in any other case. 
‘‘(2) REPORTABLE TRANSACTION.—The term 

‘reportable transaction’ has the meaning 
given to such term by section 6707A(c). 

‘‘(c) REGULATIONS.—The Secretary may 
prescribe regulations which provide— 

‘‘(1) that only 1 person shall be required to 
meet the requirements of subsection (a) in 
cases in which 2 or more persons would oth-
erwise be required to meet such require-
ments, 

‘‘(2) exemptions from the requirements of 
this section, and 

‘‘(3) such rules as may be necessary or ap-
propriate to carry out the purposes of this 
section.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) The item relating to section 6111 in the 

table of sections for subchapter B of chapter 
61 is amended to read as follows: 

‘‘Sec. 6111. Disclosure of reportable trans-
actions.’’. 

(2)(A) So much of section 6112 as precedes 
subsection (c) thereof is amended to read as 
follows: 
‘‘SEC. 6112. MATERIAL ADVISORS OF REPORT-

ABLE TRANSACTIONS MUST KEEP 
LISTS OF ADVISEES. 

‘‘(a) IN GENERAL.—Each material advisor 
(as defined in section 6111) with respect to 
any reportable transaction (as defined in sec-
tion 6707A(c)) shall maintain, in such manner 
as the Secretary may by regulations pre-
scribe, a list— 

‘‘(1) identifying each person with respect to 
whom such advisor acted as such a material 
advisor with respect to such transaction, and 

‘‘(2) containing such other information as 
the Secretary may by regulations require. 

This section shall apply without regard to 
whether a material advisor is required to file 
a return under section 6111 with respect to 
such transaction.’’. 

(B) Section 6112 is amended by redesig-
nating subsection (c) as subsection (b). 

(C) Section 6112(b), as redesignated by sub-
paragraph (B), is amended— 

(i) by inserting ‘‘written’’ before ‘‘request’’ 
in paragraph (1)(A), and 

(ii) by striking ‘‘shall prescribe’’ in para-
graph (2) and inserting ‘‘may prescribe’’. 

(D) The item relating to section 6112 in the 
table of sections for subchapter B of chapter 
61 is amended to read as follows: 

‘‘Sec. 6112. Material advisors of reportable 
transactions must keep lists of 
advisees.’’. 

(3)(A) The heading for section 6708 is 
amended to read as follows: 
‘‘SEC. 6708. FAILURE TO MAINTAIN LISTS OF 

ADVISEES WITH RESPECT TO RE-
PORTABLE TRANSACTIONS.’’. 

(B) The item relating to section 6708 in the 
table of sections for part I of subchapter B of 
chapter 68 is amended to read as follows: 

‘‘Sec. 6708. Failure to maintain lists of 
advisees with respect to report-
able transactions.’’. 

(c) REQUIRED DISCLOSURE NOT SUBJECT TO 
CLAIM OF CONFIDENTIALITY.—Subparagraph 
(A) of section 6112(b)(1), as redesignated by 
subsection (b)(2)(B), is amended by adding at 
the end the following new flush sentence: 
‘‘For purposes of this section, the identity of 
any person on such list shall not be privi-
leged.’’. 

(d) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to transactions with re-
spect to which material aid, assistance, or 
advice referred to in section 6111(b)(1)(A)(i) 
of the Internal Revenue Code of 1986 (as 
added by this section) is provided after the 
date of the enactment of this Act. 

(2) NO CLAIM OF CONFIDENTIALITY AGAINST 
DISCLOSURE.—The amendment made by sub-
section (c) shall take effect as if included in 
the amendments made by section 142 of the 
Deficit Reduction Act of 1984. 
SEC. 408. MODIFICATIONS TO PENALTY FOR FAIL-

URE TO REGISTER TAX SHELTERS. 

(a) IN GENERAL.—Section 6707 (relating to 
failure to furnish information regarding tax 
shelters) is amended to read as follows: 

‘‘SEC. 6707. FAILURE TO FURNISH INFORMATION 
REGARDING REPORTABLE TRANS-
ACTIONS. 

‘‘(a) IN GENERAL.—If a person who is re-
quired to file a return under section 6111(a) 
with respect to any reportable transaction— 

‘‘(1) fails to file such return on or before 
the date prescribed therefor, or 

‘‘(2) files false or incomplete information 
with the Secretary with respect to such 
transaction, 
such person shall pay a penalty with respect 
to such return in the amount determined 
under subsection (b). 

‘‘(b) AMOUNT OF PENALTY.— 
‘‘(1) IN GENERAL.—Except as provided in 

paragraph (2), the penalty imposed under 
subsection (a) with respect to any failure 
shall be $50,000. 

‘‘(2) LISTED TRANSACTIONS.—The penalty 
imposed under subsection (a) with respect to 
any listed transaction shall be an amount 
equal to the greater of— 

‘‘(A) $200,000, or 
‘‘(B) 50 percent of the gross income derived 

by such person with respect to aid, assist-
ance, or advice which is provided with re-
spect to the listed transaction before the 
date the return including the transaction is 
filed under section 6111. 

Subparagraph (B) shall be applied by sub-
stituting ‘75 percent’ for ‘50 percent’ in the 
case of an intentional failure or act de-
scribed in subsection (a). 

‘‘(c) CERTAIN RULES TO APPLY.—The provi-
sions of section 6707A(d) shall apply to any 
penalty imposed under this section. 

‘‘(d) REPORTABLE AND LISTED TRANS-
ACTIONS.—The terms ‘reportable transaction’ 
and ‘listed transaction’ have the respective 
meanings given to such terms by section 
6707A(c).’’. 

(b) CLERICAL AMENDMENT.—The item relat-
ing to section 6707 in the table of sections for 
part I of subchapter B of chapter 68 is 
amended by striking ‘‘tax shelters’’ and in-
serting ‘‘reportable transactions’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to returns 
the due date for which is after the date of 
the enactment of this Act. 
SEC. 409. MODIFICATION OF PENALTY FOR FAIL-

URE TO MAINTAIN LISTS OF INVES-
TORS. 

(a) IN GENERAL.—Subsection (a) of section 
6708 is amended to read as follows: 

‘‘(a) IMPOSITION OF PENALTY.— 
‘‘(1) IN GENERAL.—If any person who is re-

quired to maintain a list under section 
6112(a) fails to make such list available upon 
written request to the Secretary in accord-
ance with section 6112(b)(1)(A) within 20 busi-
ness days after the date of the Secretary’s 
request, such person shall pay a penalty of 
$10,000 for each day of such failure after such 
20th day. 

‘‘(2) REASONABLE CAUSE EXCEPTION.—No 
penalty shall be imposed by paragraph (1) 
with respect to the failure on any day if such 
failure is due to reasonable cause.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to requests 
made after the date of the enactment of this 
Act. 
SEC. 410. MODIFICATION OF ACTIONS TO ENJOIN 

CERTAIN CONDUCT RELATED TO 
TAX SHELTERS AND REPORTABLE 
TRANSACTIONS. 

(a) IN GENERAL.—Section 7408 (relating to 
action to enjoin promoters of abusive tax 
shelters, etc.) is amended by redesignating 
subsection (c) as subsection (d) and by strik-
ing subsections (a) and (b) and inserting the 
following new subsections: 

‘‘(a) AUTHORITY TO SEEK INJUNCTION.—A 
civil action in the name of the United States 
to enjoin any person from further engaging 
in specified conduct may be commenced at 
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the request of the Secretary. Any action 
under this section shall be brought in the 
district court of the United States for the 
district in which such person resides, has his 
principal place of business, or has engaged in 
specified conduct. The court may exercise its 
jurisdiction over such action (as provided in 
section 7402(a)) separate and apart from any 
other action brought by the United States 
against such person. 

‘‘(b) ADJUDICATION AND DECREE.—In any ac-
tion under subsection (a), if the court finds— 

‘‘(1) that the person has engaged in any 
specified conduct, and 

‘‘(2) that injunctive relief is appropriate to 
prevent recurrence of such conduct, 
the court may enjoin such person from en-
gaging in such conduct or in any other activ-
ity subject to penalty under this title. 

‘‘(c) SPECIFIED CONDUCT.—For purposes of 
this section, the term ‘specified conduct’ 
means any action, or failure to take action, 
subject to penalty under section 6700, 6701, 
6707, or 6708.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) The heading for section 7408 is amended 

to read as follows: 
‘‘SEC. 7408. ACTIONS TO ENJOIN SPECIFIED CON-

DUCT RELATED TO TAX SHELTERS 
AND REPORTABLE TRANSACTIONS.’’. 

(2) The table of sections for subchapter A 
of chapter 67 is amended by striking the item 
relating to section 7408 and inserting the fol-
lowing new item: 

‘‘Sec. 7408. Actions to enjoin specified 
conduct related to tax shelters 
and reportable transactions.’’. 

(c) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on the 
day after the date of the enactment of this 
Act. 
SEC. 411. UNDERSTATEMENT OF TAXPAYER’S LI-

ABILITY BY INCOME TAX RETURN 
PREPARER. 

(a) STANDARDS CONFORMED TO TAXPAYER 
STANDARDS.—Section 6694(a) (relating to un-
derstatements due to unrealistic positions) 
is amended— 

(1) by striking ‘‘realistic possibility of 
being sustained on its merits’’ in paragraph 
(1) and inserting ‘‘reasonable belief that the 
tax treatment in such position was more 
likely than not the proper treatment’’, 

(2) by striking ‘‘or was frivolous’’ in para-
graph (3) and inserting ‘‘or there was no rea-
sonable basis for the tax treatment of such 
position’’, and 

(3) by striking ‘‘UNREALISTIC’’ in the head-
ing and inserting ‘‘IMPROPER’’. 

(b) AMOUNT OF PENALTY.—Section 6694 is 
amended— 

(1) by striking ‘‘$250’’ in subsection (a) and 
inserting ‘‘$1,000’’, and 

(2) by striking ‘‘$1,000’’ in subsection (b) 
and inserting ‘‘$5,000’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to docu-
ments prepared after the date of the enact-
ment of this Act. 
SEC. 412. PENALTY ON FAILURE TO REPORT IN-

TERESTS IN FOREIGN FINANCIAL 
ACCOUNTS. 

(a) IN GENERAL.—Section 5321(a)(5) of title 
31, United States Code, is amended to read as 
follows: 

‘‘(5) FOREIGN FINANCIAL AGENCY TRANS-
ACTION VIOLATION.— 

‘‘(A) PENALTY AUTHORIZED.—The Secretary 
of the Treasury may impose a civil money 
penalty on any person who violates, or 
causes any violation of, any provision of sec-
tion 5314. 

‘‘(B) AMOUNT OF PENALTY.— 
‘‘(i) IN GENERAL.—Except as provided in 

subparagraph (C), the amount of any civil 
penalty imposed under subparagraph (A) 
shall not exceed $5,000. 

‘‘(ii) REASONABLE CAUSE EXCEPTION.—No 
penalty shall be imposed under subparagraph 
(A) with respect to any violation if— 

‘‘(I) such violation was due to reasonable 
cause, and 

‘‘(II) the amount of the transaction or the 
balance in the account at the time of the 
transaction was properly reported. 

‘‘(C) WILLFUL VIOLATIONS.—In the case of 
any person willfully violating, or willfully 
causing any violation of, any provision of 
section 5314— 

‘‘(i) the maximum penalty under subpara-
graph (B)(i) shall be increased to the greater 
of— 

‘‘(I) $25,000, or 
‘‘(II) the amount (not exceeding $100,000) 

determined under subparagraph (D), and 
‘‘(ii) subparagraph (B)(ii) shall not apply. 
‘‘(D) AMOUNT.—The amount determined 

under this subparagraph is— 
‘‘(i) in the case of a violation involving a 

transaction, the amount of the transaction, 
or 

‘‘(ii) in the case of a violation involving a 
failure to report the existence of an account 
or any identifying information required to be 
provided with respect to an account, the bal-
ance in the account at the time of the viola-
tion.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to viola-
tions occurring after the date of the enact-
ment of this Act. 
SEC. 413. FRIVOLOUS TAX SUBMISSIONS. 

(a) CIVIL PENALTIES.—Section 6702 is 
amended to read as follows: 
‘‘SEC. 6702. FRIVOLOUS TAX SUBMISSIONS. 

‘‘(a) CIVIL PENALTY FOR FRIVOLOUS TAX RE-
TURNS.—A person shall pay a penalty of 
$5,000 if— 

‘‘(1) such person files what purports to be a 
return of a tax imposed by this title but 
which— 

‘‘(A) does not contain information on 
which the substantial correctness of the self- 
assessment may be judged, or 

‘‘(B) contains information that on its face 
indicates that the self-assessment is substan-
tially incorrect; and 

‘‘(2) the conduct referred to in paragraph 
(1)— 

‘‘(A) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or 

‘‘(B) reflects a desire to delay or impede 
the administration of Federal tax laws. 

‘‘(b) CIVIL PENALTY FOR SPECIFIED FRIVO-
LOUS SUBMISSIONS.— 

‘‘(1) IMPOSITION OF PENALTY.—Except as 
provided in paragraph (3), any person who 
submits a specified frivolous submission 
shall pay a penalty of $5,000. 

‘‘(2) SPECIFIED FRIVOLOUS SUBMISSION.—For 
purposes of this section— 

‘‘(A) SPECIFIED FRIVOLOUS SUBMISSION.— 
The term ‘specified frivolous submission’ 
means a specified submission if any portion 
of such submission— 

‘‘(i) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or 

‘‘(ii) reflects a desire to delay or impede 
the administration of Federal tax laws. 

‘‘(B) SPECIFIED SUBMISSION.—The term 
‘specified submission’ means— 

‘‘(i) a request for a hearing under— 
‘‘(I) section 6320 (relating to notice and op-

portunity for hearing upon filing of notice of 
lien), or 

‘‘(II) section 6330 (relating to notice and 
opportunity for hearing before levy), and 

‘‘(ii) an application under— 
‘‘(I) section 6159 (relating to agreements 

for payment of tax liability in installments), 
‘‘(II) section 7122 (relating to com-

promises), or 

‘‘(III) section 7811 (relating to taxpayer as-
sistance orders). 

‘‘(3) OPPORTUNITY TO WITHDRAW SUBMIS-
SION.—If the Secretary provides a person 
with notice that a submission is a specified 
frivolous submission and such person with-
draws such submission within 30 days after 
such notice, the penalty imposed under para-
graph (1) shall not apply with respect to such 
submission. 

‘‘(c) LISTING OF FRIVOLOUS POSITIONS.—The 
Secretary shall prescribe (and periodically 
revise) a list of positions which the Sec-
retary has identified as being frivolous for 
purposes of this subsection. The Secretary 
shall not include in such list any position 
that the Secretary determines meets the re-
quirement of section 6662(d)(2)(B)(ii)(II). 

‘‘(d) REDUCTION OF PENALTY.—The Sec-
retary may reduce the amount of any pen-
alty imposed under this section if the Sec-
retary determines that such reduction would 
promote compliance with and administra-
tion of the Federal tax laws. 

‘‘(e) PENALTIES IN ADDITION TO OTHER PEN-
ALTIES.—The penalties imposed by this sec-
tion shall be in addition to any other penalty 
provided by law.’’. 

(b) TREATMENT OF FRIVOLOUS REQUESTS 
FOR HEARINGS BEFORE LEVY.— 

(1) FRIVOLOUS REQUESTS DISREGARDED.— 
Section 6330 (relating to notice and oppor-
tunity for hearing before levy) is amended by 
adding at the end the following new sub-
section: 

‘‘(g) FRIVOLOUS REQUESTS FOR HEARING, 
ETC.—Notwithstanding any other provision 
of this section, if the Secretary determines 
that any portion of a request for a hearing 
under this section or section 6320 meets the 
requirement of clause (i) or (ii) of section 
6702(b)(2)(A), then the Secretary may treat 
such portion as if it were never submitted 
and such portion shall not be subject to any 
further administrative or judicial review.’’. 

(2) PRECLUSION FROM RAISING FRIVOLOUS 
ISSUES AT HEARING.—Section 6330(c)(4) is 
amended— 

(A) by striking ‘‘(A)’’ and inserting 
‘‘(A)(i)’’; 

(B) by striking ‘‘(B)’’ and inserting ‘‘(ii)’’; 
(C) by striking the period at the end of the 

first sentence and inserting ‘‘; or’’; and 
(D) by inserting after subparagraph (A)(ii) 

(as so redesignated) the following: 
‘‘(B) the issue meets the requirement of 

clause (i) or (ii) of section 6702(b)(2)(A).’’. 
(3) STATEMENT OF GROUNDS.—Section 

6330(b)(1) is amended by striking ‘‘under sub-
section (a)(3)(B)’’ and inserting ‘‘in writing 
under subsection (a)(3)(B) and states the 
grounds for the requested hearing’’. 

(c) TREATMENT OF FRIVOLOUS REQUESTS 
FOR HEARINGS UPON FILING OF NOTICE OF 
LIEN.—Section 6320 is amended— 

(1) in subsection (b)(1), by striking ‘‘under 
subsection (a)(3)(B)’’ and inserting ‘‘in writ-
ing under subsection (a)(3)(B) and states the 
grounds for the requested hearing’’, and 

(2) in subsection (c), by striking ‘‘and (e)’’ 
and inserting ‘‘(e), and (g)’’. 

(d) TREATMENT OF FRIVOLOUS APPLICATIONS 
FOR OFFERS-IN-COMPROMISE AND INSTALL-
MENT AGREEMENTS.—Section 7122 is amended 
by adding at the end the following new sub-
section: 

‘‘(e) FRIVOLOUS SUBMISSIONS, ETC.—Not-
withstanding any other provision of this sec-
tion, if the Secretary determines that any 
portion of an application for an offer-in-com-
promise or installment agreement submitted 
under this section or section 6159 meets the 
requirement of clause (i) or (ii) of section 
6702(b)(2)(A), then the Secretary may treat 
such portion as if it were never submitted 
and such portion shall not be subject to any 
further administrative or judicial review.’’. 

(e) CLERICAL AMENDMENT.—The table of 
sections for part I of subchapter B of chapter 
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68 is amended by striking the item relating 
to section 6702 and inserting the following 
new item: 

‘‘Sec. 6702. Frivolous tax submissions.’’. 
(f) EFFECTIVE DATE.—The amendments 

made by this section shall apply to submis-
sions made and issues raised after the date 
on which the Secretary first prescribes a list 
under section 6702(c) of the Internal Revenue 
Code of 1986, as amended by subsection (a). 
SEC. 414. REGULATION OF INDIVIDUALS PRAC-

TICING BEFORE THE DEPARTMENT 
OF TREASURY. 

(a) CENSURE; IMPOSITION OF PENALTY.— 
(1) IN GENERAL.—Section 330(b) of title 31, 

United States Code, is amended— 
(A) by inserting ‘‘, or censure,’’ after ‘‘De-

partment’’, and 
(B) by adding at the end the following new 

flush sentence: 
‘‘The Secretary may impose a monetary pen-
alty on any representative described in the 
preceding sentence. If the representative was 
acting on behalf of an employer or any firm 
or other entity in connection with the con-
duct giving rise to such penalty, the Sec-
retary may impose a monetary penalty on 
such employer, firm, or entity if it knew, or 
reasonably should have known, of such con-
duct. Such penalty shall not exceed the gross 
income derived (or to be derived) from the 
conduct giving rise to the penalty and may 
be in addition to, or in lieu of, any suspen-
sion, disbarment, or censure of the rep-
resentative.’’. 

(2) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to ac-
tions taken after the date of the enactment 
of this Act. 

(b) TAX SHELTER OPINIONS, ETC.—Section 
330 of such title 31 is amended by adding at 
the end the following new subsection: 

‘‘(d) Nothing in this section or in any other 
provision of law shall be construed to limit 
the authority of the Secretary of the Treas-
ury to impose standards applicable to the 
rendering of written advice with respect to 
any entity, transaction plan or arrangement, 
or other plan or arrangement, which is of a 
type which the Secretary determines as hav-
ing a potential for tax avoidance or eva-
sion.’’. 
SEC. 415. PENALTY ON PROMOTERS OF TAX 

SHELTERS. 
(a) PENALTY ON PROMOTING ABUSIVE TAX 

SHELTERS.—Section 6700(a) is amended by 
adding at the end the following new sen-
tence: ‘‘Notwithstanding the first sentence, 
if an activity with respect to which a pen-
alty imposed under this subsection involves 
a statement described in paragraph (2)(A), 
the amount of the penalty shall be equal to 
50 percent of the gross income derived (or to 
be derived) from such activity by the person 
on which the penalty is imposed.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to activities 
after the date of the enactment of this Act. 
SEC. 416. STATUTE OF LIMITATIONS FOR TAX-

ABLE YEARS FOR WHICH REQUIRED 
LISTED TRANSACTIONS NOT RE-
PORTED. 

(a) IN GENERAL.—Section 6501(c) (relating 
to exceptions) is amended by adding at the 
end the following new paragraph: 

‘‘(10) LISTED TRANSACTIONS.—If a taxpayer 
fails to include on any return or statement 
for any taxable year any information with 
respect to a listed transaction (as defined in 
section 6707A(c)(2)) which is required under 
section 6011 to be included with such return 
or statement, the time for assessment of any 
tax imposed by this title with respect to 
such transaction shall not expire before the 
date which is 1 year after the earlier of— 

‘‘(A) the date on which the Secretary is 
furnished the information so required; or 

‘‘(B) the date that a material advisor (as 
defined in section 6111) meets the require-
ments of section 6112 with respect to a re-
quest by the Secretary under section 6112(b) 
relating to such transaction with respect to 
such taxpayer.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years with respect to which the period for as-
sessing a deficiency did not expire before the 
date of the enactment of this Act. 
SEC. 417. DENIAL OF DEDUCTION FOR INTEREST 

ON UNDERPAYMENTS ATTRIB-
UTABLE TO NONDISCLOSED RE-
PORTABLE AND NONECONOMIC SUB-
STANCE TRANSACTIONS. 

(a) IN GENERAL.—Section 163 (relating to 
deduction for interest) is amended by redes-
ignating subsection (m) as subsection (n) and 
by inserting after subsection (l) the fol-
lowing new subsection: 

‘‘(m) INTEREST ON UNPAID TAXES ATTRIB-
UTABLE TO NONDISCLOSED REPORTABLE 
TRANSACTIONS AND NONECONOMIC SUBSTANCE 
TRANSACTIONS.—No deduction shall be al-
lowed under this chapter for any interest 
paid or accrued under section 6601 on any un-
derpayment of tax which is attributable to— 

‘‘(1) the portion of any reportable trans-
action understatement (as defined in section 
6662A(b)) with respect to which the require-
ment of section 6664(d)(2)(A) is not met, or 

‘‘(2) any noneconomic substance trans-
action understatement (as defined in section 
6662B(c)).’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions in taxable years beginning after the 
date of the enactment of this Act. 
SEC. 418. AUTHORIZATION OF APPROPRIATIONS 

FOR TAX LAW ENFORCEMENT. 
There is authorized to be appropriated 

$300,000,000 for each fiscal year beginning 
after September 30, 2003, for the purpose of 
carrying out tax law enforcement to combat 
tax avoidance transactions and other tax 
shelters, including the use of offshore finan-
cial accounts to conceal taxable income. 

Subtitle B—Other Corporate Governance 
Provisions 

SEC. 421. AFFIRMATION OF CONSOLIDATED RE-
TURN REGULATION AUTHORITY. 

(a) IN GENERAL.—Section 1502 (relating to 
consolidated return regulations) is amended 
by adding at the end the following new sen-
tence: ‘‘In prescribing such regulations, the 
Secretary may prescribe rules applicable to 
corporations filing consolidated returns 
under section 1501 that are different from 
other provisions of this title that would 
apply if such corporations filed separate re-
turns.’’. 

(b) RESULT NOT OVERTURNED.—Notwith-
standing subsection (a), the Internal Rev-
enue Code of 1986 shall be construed by treat-
ing Treasury regulation § 1.1502–20(c)(1)(iii) 
(as in effect on January 1, 2001) as being in-
applicable to the type of factual situation in 
255 F.3d 1357 (Fed. Cir. 2001). 

(c) EFFECTIVE DATE.—The provisions of 
this section shall apply to taxable years be-
ginning before, on, or after the date of the 
enactment of this Act. 
SEC. 422. INCREASE IN CRIMINAL MONETARY 

PENALTY LIMITATION FOR THE UN-
DERPAYMENT OR OVERPAYMENT OF 
TAX DUE TO FRAUD. 

(a) IN GENERAL.—Section 7206 (relating to 
fraud and false statements) is amended— 

(1) by striking ‘‘Any person who—’’ and in-
serting ‘‘(a) IN GENERAL.—Any person who— 
’’, and 

(2) by adding at the end the following new 
subsection: 

‘‘(b) INCREASE IN MONETARY LIMITATION FOR 
UNDERPAYMENT OR OVERPAYMENT OF TAX DUE 
TO FRAUD.—If any portion of any under-

payment (as defined in section 6664(a)) or 
overpayment (as defined in section 6401(a)) of 
tax required to be shown on a return is at-
tributable to fraudulent action described in 
subsection (a), the applicable dollar amount 
under subsection (a) shall in no event be less 
than an amount equal to such portion. A rule 
similar to the rule under section 6663(b) shall 
apply for purposes of determining the por-
tion so attributable.’’. 

(b) INCREASE IN PENALTIES.— 
(1) ATTEMPT TO EVADE OR DEFEAT TAX.— 

Section 7201 is amended— 
(A) by striking ‘‘$100,000’’ and inserting 

‘‘$250,000’’, 
(B) by striking ‘‘$500,000’’ and inserting 

‘‘$1,000,000’’, and 
(C) by striking ‘‘5 years’’ and inserting ‘‘10 

years’’. 
(2) WILLFUL FAILURE TO FILE RETURN, SUP-

PLY INFORMATION, OR PAY TAX.—Section 7203 
is amended— 

(A) in the first sentence— 
(i) by striking ‘‘misdemeanor’’ and insert-

ing ‘‘felony’’, and 
(ii) by striking ‘‘1 year’’ and inserting ‘‘10 

years’’, and 
(B) by striking the third sentence. 
(3) FRAUD AND FALSE STATEMENTS.—Section 

7206(a) (as redesignated by subsection (a)) is 
amended— 

(A) by striking ‘‘$100,000’’ and inserting 
‘‘$250,000’’, 

(B) by striking ‘‘$500,000’’ and inserting 
‘‘$1,000,000’’, and 

(C) by striking ‘‘3 years’’ and inserting ‘‘5 
years’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to under-
payments and overpayments attributable to 
actions occurring after the date of the enact-
ment of this Act. 

Subtitle C—Enron-Related Tax Shelter 
Provisions 

SEC. 431. LIMITATION ON TRANSFER OR IMPOR-
TATION OF BUILT-IN LOSSES. 

(a) IN GENERAL.—Section 362 (relating to 
basis to corporations) is amended by adding 
at the end the following new subsection: 

‘‘(e) LIMITATIONS ON BUILT-IN LOSSES.— 
‘‘(1) LIMITATION ON IMPORTATION OF BUILT-IN 

LOSSES.— 
‘‘(A) IN GENERAL.—If in any transaction de-

scribed in subsection (a) or (b) there would 
(but for this subsection) be an importation of 
a net built-in loss, the basis of each property 
described in subparagraph (B) which is ac-
quired in such transaction shall (notwith-
standing subsections (a) and (b)) be its fair 
market value immediately after such trans-
action. 

‘‘(B) PROPERTY DESCRIBED.—For purposes 
of subparagraph (A), property is described in 
this subparagraph if— 

‘‘(i) gain or loss with respect to such prop-
erty is not subject to tax under this subtitle 
in the hands of the transferor immediately 
before the transfer, and 

‘‘(ii) gain or loss with respect to such prop-
erty is subject to such tax in the hands of 
the transferee immediately after such trans-
fer. 

In any case in which the transferor is a part-
nership, the preceding sentence shall be ap-
plied by treating each partner in such part-
nership as holding such partner’s propor-
tionate share of the property of such part-
nership. 

‘‘(C) IMPORTATION OF NET BUILT-IN LOSS.— 
For purposes of subparagraph (A), there is an 
importation of a net built-in loss in a trans-
action if the transferee’s aggregate adjusted 
bases of property described in subparagraph 
(B) which is transferred in such transaction 
would (but for this paragraph) exceed the 
fair market value of such property imme-
diately after such transaction. 
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CONGRESSIONAL RECORD — SENATE S5107 May 10, 2004 
‘‘(2) LIMITATION ON TRANSFER OF BUILT-IN 

LOSSES IN SECTION 351 TRANSACTIONS.— 
‘‘(A) IN GENERAL.—If— 
‘‘(i) property is transferred by a transferor 

in any transaction which is described in sub-
section (a) and which is not described in 
paragraph (1) of this subsection, and 

‘‘(ii) the transferee’s aggregate adjusted 
bases of such property so transferred would 
(but for this paragraph) exceed the fair mar-
ket value of such property immediately after 
such transaction, 

then, notwithstanding subsection (a), the 
transferee’s aggregate adjusted bases of the 
property so transferred shall not exceed the 
fair market value of such property imme-
diately after such transaction. 

‘‘(B) ALLOCATION OF BASIS REDUCTION.—The 
aggregate reduction in basis by reason of 
subparagraph (A) shall be allocated among 
the property so transferred in proportion to 
their respective built-in losses immediately 
before the transaction. 

‘‘(C) EXCEPTION FOR TRANSFERS WITHIN AF-
FILIATED GROUP.—Subparagraph (A) shall not 
apply to any transaction if the transferor 
owns stock in the transferee meeting the re-
quirements of section 1504(a)(2). In the case 
of property to which subparagraph (A) does 
not apply by reason of the preceding sen-
tence, the transferor’s basis in the stock re-
ceived for such property shall not exceed its 
fair market value immediately after the 
transfer.’’. 

(b) COMPARABLE TREATMENT WHERE LIQ-
UIDATION.—Paragraph (1) of section 334(b) (re-
lating to liquidation of subsidiary) is amend-
ed to read as follows: 

‘‘(1) IN GENERAL.—If property is received by 
a corporate distributee in a distribution in a 
complete liquidation to which section 332 ap-
plies (or in a transfer described in section 
337(b)(1)), the basis of such property in the 
hands of such distributee shall be the same 
as it would be in the hands of the transferor; 
except that the basis of such property in the 
hands of such distributee shall be the fair 
market value of the property at the time of 
the distribution— 

‘‘(A) in any case in which gain or loss is 
recognized by the liquidating corporation 
with respect to such property, or 

‘‘(B) in any case in which the liquidating 
corporation is a foreign corporation, the cor-
porate distributee is a domestic corporation, 
and the corporate distributee’s aggregate ad-
justed bases of property described in section 
362(e)(1)(B) which is distributed in such liq-
uidation would (but for this subparagraph) 
exceed the fair market value of such prop-
erty immediately after such liquidation.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions after February 13, 2003. 
SEC. 432. NO REDUCTION OF BASIS UNDER SEC-

TION 734 IN STOCK HELD BY PART-
NERSHIP IN CORPORATE PARTNER. 

(a) IN GENERAL.—Section 755 is amended by 
adding at the end the following new sub-
section: 

‘‘(c) NO ALLOCATION OF BASIS DECREASE TO 
STOCK OF CORPORATE PARTNER.—In making 
an allocation under subsection (a) of any de-
crease in the adjusted basis of partnership 
property under section 734(b)— 

‘‘(1) no allocation may be made to stock in 
a corporation (or any person which is related 
(within the meaning of section 267(b) or 
707(b)(1)) to such corporation) which is a 
partner in the partnership, and 

‘‘(2) any amount not allocable to stock by 
reason of paragraph (1) shall be allocated 
under subsection (a) to other partnership 
property in such manner as the Secretary 
may prescribe. 
Gain shall be recognized to the partnership 
to the extent that the amount required to be 

allocated under paragraph (2) to other part-
nership property exceeds the aggregate ad-
justed basis of such other property imme-
diately before the allocation required by 
paragraph (2).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to distribu-
tions after February 13, 2003. 
SEC. 433. REPEAL OF SPECIAL RULES FOR 

FASITS. 
(a) IN GENERAL.—Part V of subchapter M of 

chapter 1 (relating to financial asset 
securitization investment trusts) is hereby 
repealed. 

(b) CONFORMING AMENDMENTS.— 
(1) Paragraph (6) of section 56(g) is amend-

ed by striking ‘‘REMIC, or FASIT’’ and in-
serting ‘‘or REMIC’’. 

(2) Clause (ii) of section 382(l)(4)(B) is 
amended by striking ‘‘a REMIC to which 
part IV of subchapter M applies, or a FASIT 
to which part V of subchapter M applies,’’ 
and inserting ‘‘or a REMIC to which part IV 
of subchapter M applies,’’. 

(3) Paragraph (1) of section 582(c) is amend-
ed by striking ‘‘, and any regular interest in 
a FASIT,’’. 

(4) Subparagraph (E) of section 856(c)(5) is 
amended by striking the last sentence. 

(5)(A) Section 860G(a)(1) is amended by 
adding at the end the following new sen-
tence: ‘‘An interest shall not fail to qualify 
as a regular interest solely because the spec-
ified principal amount of the regular interest 
(or the amount of interest accrued on the 
regular interest) can be reduced as a result 
of the nonoccurrence of 1 or more contingent 
payments with respect to any reverse mort-
gage loan held by the REMIC if, on the start-
up day for the REMIC, the sponsor reason-
ably believes that all principal and interest 
due under the regular interest will be paid at 
or prior to the liquidation of the REMIC.’’. 

(B) The last sentence of section 860G(a)(3) 
is amended by inserting ‘‘, and any reverse 
mortgage loan (and each balance increase on 
such loan meeting the requirements of sub-
paragraph (A)(iii)) shall be treated as an ob-
ligation secured by an interest in real prop-
erty’’ before the period at the end. 

(6) Paragraph (3) of section 860G(a) is 
amended by adding ‘‘and’’ at the end of sub-
paragraph (B), by striking ‘‘, and’’ at the end 
of subparagraph (C) and inserting a period, 
and by striking subparagraph (D). 

(7) Section 860G(a)(3), as amended by para-
graph (6), is amended by adding at the end 
the following new sentence: ‘‘For purposes of 
subparagraph (A), if more than 50 percent of 
the obligations transferred to, or purchased 
by, the REMIC are originated by the United 
States or any State (or any political subdivi-
sion, agency, or instrumentality of the 
United States or any State) and are prin-
cipally secured by an interest in real prop-
erty, then each obligation transferred to, or 
purchased by, the REMIC shall be treated as 
secured by an interest in real property.’’. 

(8)(A) Section 860G(a)(3)(A) is amended by 
striking ‘‘or’’ at the end of clause (i), by in-
serting ‘‘or’’ at the end of clause (ii), and by 
inserting after clause (ii) the following new 
clause: 

‘‘(iii) represents an increase in the prin-
cipal amount under the original terms of an 
obligation described in clause (i) or (ii) if 
such increase— 

‘‘(I) is attributable to an advance made to 
the obligor pursuant to the original terms of 
the obligation, 

‘‘(II) occurs after the startup day, and 
‘‘(III) is purchased by the REMIC pursuant 

to a fixed price contract in effect on the 
startup day.’’. 

(B) Section 860G(a)(7)(B) is amended to 
read as follows: 

‘‘(B) QUALIFIED RESERVE FUND.—For pur-
poses of subparagraph (A), the term ‘quali-

fied reserve fund’ means any reasonably re-
quired reserve to— 

‘‘(i) provide for full payment of expenses of 
the REMIC or amounts due on regular inter-
ests in the event of defaults on qualified 
mortgages or lower than expected returns on 
cash flow investments, or 

‘‘(ii) provide a source of funds for the pur-
chase of obligations described in clause (ii) 
or (iii) of paragraph (3)(A). 
The aggregate fair market value of the as-
sets held in any such reserve shall not exceed 
50 percent of the aggregate fair market value 
of all of the assets of the REMIC on the 
startup day, and the amount of any such re-
serve shall be promptly and appropriately re-
duced to the extent the amount held in such 
reserve is no longer reasonably required for 
purposes specified in clause (i) or (ii) of para-
graph (3)(A).’’. 

(9) Subparagraph (C) of section 1202(e)(4) is 
amended by striking ‘‘REMIC, or FASIT’’ 
and inserting ‘‘or REMIC’’. 

(10) Clause (xi) of section 7701(a)(19)(C) is 
amended— 

(A) by striking ‘‘and any regular interest 
in a FASIT,’’, and 

(B) by striking ‘‘or FASIT’’ each place it 
appears. 

(11) Subparagraph (A) of section 7701(i)(2) is 
amended by striking ‘‘or a FASIT’’. 

(12) The table of parts for subchapter M of 
chapter 1 is amended by striking the item re-
lating to part V. 

(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall take effect on February 14, 2003. 

(2) EXCEPTION FOR EXISTING FASITS.—Para-
graph (1) shall not apply to any FASIT in ex-
istence on the date of the enactment of this 
Act to the extent that regular interests 
issued by the FASIT before such date con-
tinue to remain outstanding in accordance 
with the original terms of issuance. 
SEC. 434. EXPANDED DISALLOWANCE OF DEDUC-

TION FOR INTEREST ON CONVERT-
IBLE DEBT. 

(a) IN GENERAL.—Paragraph (2) of section 
163(l) is amended by inserting ‘‘or equity 
held by the issuer (or any related party) in 
any other person’’ after ‘‘or a related party’’. 

(b) CAPITALIZATION ALLOWED WITH RESPECT 
TO EQUITY OF PERSONS OTHER THAN ISSUER 
AND RELATED PARTIES.—Section 163(l) is 
amended by redesignating paragraphs (4) and 
(5) as paragraphs (5) and (6) and by inserting 
after paragraph (3) the following new para-
graph: 

‘‘(4) CAPITALIZATION ALLOWED WITH RESPECT 
TO EQUITY OF PERSONS OTHER THAN ISSUER 
AND RELATED PARTIES.—If the disqualified 
debt instrument of a corporation is payable 
in equity held by the issuer (or any related 
party) in any other person (other than a re-
lated party), the basis of such equity shall be 
increased by the amount not allowed as a de-
duction by reason of paragraph (1) with re-
spect to the instrument.’’. 

(c) EXCEPTION FOR CERTAIN INSTRUMENTS 
ISSUED BY DEALERS IN SECURITIES.—Section 
163(l), as amended by subsection (b), is 
amended by redesignating paragraphs (5) and 
(6) as paragraphs (6) and (7) and by inserting 
after paragraph (4) the following new para-
graph: 

‘‘(5) EXCEPTION FOR CERTAIN INSTRUMENTS 
ISSUED BY DEALERS IN SECURITIES.—For pur-
poses of this subsection, the term ‘disquali-
fied debt instrument’ does not include in-
debtedness issued by a dealer in securities 
(or a related party) which is payable in, or 
by reference to, equity (other than equity of 
the issuer or a related party) held by such 
dealer in its capacity as a dealer in securi-
ties. For purposes of this paragraph, the 
term ‘dealer in securities’ has the meaning 
given such term by section 475.’’. 
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(c) CONFORMING AMENDMENTS.—Paragraph 

(3) of section 163(l) is amended— 
(1) by striking ‘‘or a related party’’ in the 

material preceding subparagraph (A) and in-
serting ‘‘or any other person’’, and 

(2) by striking ‘‘or interest’’ each place it 
appears. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to debt in-
struments issued after February 13, 2003. 
SEC. 435. EXPANDED AUTHORITY TO DISALLOW 

TAX BENEFITS UNDER SECTION 269. 
(a) IN GENERAL.—Subsection (a) of section 

269 (relating to acquisitions made to evade or 
avoid income tax) is amended to read as fol-
lows: 

‘‘(a) IN GENERAL.—If— 
‘‘(1)(A) any person or persons acquire, di-

rectly or indirectly, control of a corporation, 
or 

‘‘(B) any corporation acquires, directly or 
indirectly, property of another corporation 
and the basis of such property, in the hands 
of the acquiring corporation, is determined 
by reference to the basis in the hands of the 
transferor corporation, and 

‘‘(2) the principal purpose for which such 
acquisition was made is evasion or avoidance 
of Federal income tax, 
then the Secretary may disallow such deduc-
tion, credit, or other allowance. For purposes 
of paragraph (1)(A), control means the own-
ership of stock possessing at least 50 percent 
of the total combined voting power of all 
classes of stock entitled to vote or at least 50 
percent of the total value of all shares of all 
classes of stock of the corporation.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to stock and 
property acquired after February 13, 2003. 
SEC. 436. MODIFICATION OF INTERACTION BE-

TWEEN SUBPART F AND PASSIVE 
FOREIGN INVESTMENT COMPANY 
RULES. 

(a) LIMITATION ON EXCEPTION FROM PFIC 
RULES FOR UNITED STATES SHAREHOLDERS OF 
CONTROLLED FOREIGN CORPORATIONS.—Para-
graph (2) of section 1297(e) (relating to pas-
sive foreign investment company) is amend-
ed by adding at the end the following flush 
sentence: 

‘‘Such term shall not include any period if 
the earning of subpart F income by such cor-
poration during such period would result in 
only a remote likelihood of an inclusion in 
gross income under section 951(a)(1)(A)(i).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years of controlled foreign corporations be-
ginning after February 13, 2003, and to tax-
able years of United States shareholders 
with or within which such taxable years of 
controlled foreign corporations end. 

Subtitle D—Provisions to Discourage 
Expatriation 

SEC. 441. TAX TREATMENT OF INVERTED COR-
PORATE ENTITIES. 

(a) IN GENERAL.—Subchapter C of chapter 
80 (relating to provisions affecting more than 
one subtitle) is amended by adding at the 
end the following new section: 
‘‘SEC. 7874. RULES RELATING TO INVERTED COR-

PORATE ENTITIES. 
‘‘(a) INVERTED CORPORATIONS TREATED AS 

DOMESTIC CORPORATIONS.— 
‘‘(1) IN GENERAL.—If a foreign incorporated 

entity is treated as an inverted domestic cor-
poration, then, notwithstanding section 
7701(a)(4), such entity shall be treated for 
purposes of this title as a domestic corpora-
tion. 

‘‘(2) INVERTED DOMESTIC CORPORATION.—For 
purposes of this section, a foreign incor-
porated entity shall be treated as an in-
verted domestic corporation if, pursuant to a 
plan (or a series of related transactions)— 

‘‘(A) the entity completes after March 20, 
2002, the direct or indirect acquisition of sub-

stantially all of the properties held directly 
or indirectly by a domestic corporation or 
substantially all of the properties consti-
tuting a trade or business of a domestic part-
nership, 

‘‘(B) after the acquisition at least 80 per-
cent of the stock (by vote or value) of the en-
tity is held— 

‘‘(i) in the case of an acquisition with re-
spect to a domestic corporation, by former 
shareholders of the domestic corporation by 
reason of holding stock in the domestic cor-
poration, or 

‘‘(ii) in the case of an acquisition with re-
spect to a domestic partnership, by former 
partners of the domestic partnership by rea-
son of holding a capital or profits interest in 
the domestic partnership, and 

‘‘(C) the expanded affiliated group which 
after the acquisition includes the entity does 
not have substantial business activities in 
the foreign country in which or under the 
law of which the entity is created or orga-
nized when compared to the total business 
activities of such expanded affiliated group. 

Except as provided in regulations, an acqui-
sition of properties of a domestic corporation 
shall not be treated as described in subpara-
graph (A) if none of the corporation’s stock 
was readily tradeable on an established secu-
rities market at any time during the 4-year 
period ending on the date of the acquisition. 

‘‘(b) PRESERVATION OF DOMESTIC TAX BASE 
IN CERTAIN INVERSION TRANSACTIONS TO 
WHICH SUBSECTION (a) DOES NOT APPLY.— 

‘‘(1) IN GENERAL.—If a foreign incorporated 
entity would be treated as an inverted do-
mestic corporation with respect to an ac-
quired entity if either— 

‘‘(A) subsection (a)(2)(A) were applied by 
substituting ‘after December 31, 1996, and on 
or before March 20, 2002’ for ‘after March 20, 
2002’ and subsection (a)(2)(B) were applied by 
substituting ‘more than 50 percent’ for ‘at 
least 80 percent’, or 

‘‘(B) subsection (a)(2)(B) were applied by 
substituting ‘more than 50 percent’ for ‘at 
least 80 percent’, 

then the rules of subsection (c) shall apply to 
any inversion gain of the acquired entity 
during the applicable period and the rules of 
subsection (d) shall apply to any related 
party transaction of the acquired entity dur-
ing the applicable period. This subsection 
shall not apply for any taxable year if sub-
section (a) applies to such foreign incor-
porated entity for such taxable year. 

‘‘(2) ACQUIRED ENTITY.—For purposes of 
this section— 

‘‘(A) IN GENERAL.—The term ‘acquired enti-
ty’ means the domestic corporation or part-
nership substantially all of the properties of 
which are directly or indirectly acquired in 
an acquisition described in subsection 
(a)(2)(A) to which this subsection applies. 

‘‘(B) AGGREGATION RULES.—Any domestic 
person bearing a relationship described in 
section 267(b) or 707(b) to an acquired entity 
shall be treated as an acquired entity with 
respect to the acquisition described in sub-
paragraph (A). 

‘‘(3) APPLICABLE PERIOD.—For purposes of 
this section— 

‘‘(A) IN GENERAL.—The term ‘applicable pe-
riod’ means the period— 

‘‘(i) beginning on the first date properties 
are acquired as part of the acquisition de-
scribed in subsection (a)(2)(A) to which this 
subsection applies, and 

‘‘(ii) ending on the date which is 10 years 
after the last date properties are acquired as 
part of such acquisition. 

‘‘(B) SPECIAL RULE FOR INVERSIONS OCCUR-
RING BEFORE MARCH 21, 2002.—In the case of 
any acquired entity to which paragraph 
(1)(A) applies, the applicable period shall be 

the 10-year period beginning on January 1, 
2003. 

‘‘(c) TAX ON INVERSION GAINS MAY NOT BE 
OFFSET.—If subsection (b) applies— 

‘‘(1) IN GENERAL.—The taxable income of an 
acquired entity (or any expanded affiliated 
group which includes such entity) for any 
taxable year which includes any portion of 
the applicable period shall in no event be 
less than the inversion gain of the entity for 
the taxable year. 

‘‘(2) CREDITS NOT ALLOWED AGAINST TAX ON 
INVERSION GAIN.—Credits shall be allowed 
against the tax imposed by this chapter on 
an acquired entity for any taxable year de-
scribed in paragraph (1) only to the extent 
such tax exceeds the product of— 

‘‘(A) the amount of the inversion gain for 
the taxable year, and 

‘‘(B) the highest rate of tax specified in 
section 11(b)(1). 
For purposes of determining the credit al-
lowed by section 901 inversion gain shall be 
treated as from sources within the United 
States. 

‘‘(3) SPECIAL RULES FOR PARTNERSHIPS.—In 
the case of an acquired entity which is a 
partnership— 

‘‘(A) the limitations of this subsection 
shall apply at the partner rather than the 
partnership level, 

‘‘(B) the inversion gain of any partner for 
any taxable year shall be equal to the sum 
of— 

‘‘(i) the partner’s distributive share of in-
version gain of the partnership for such tax-
able year, plus 

‘‘(ii) income or gain required to be recog-
nized for the taxable year by the partner 
under section 367(a), 741, or 1001, or under 
any other provision of chapter 1, by reason of 
the transfer during the applicable period of 
any partnership interest of the partner in 
such partnership to the foreign incorporated 
entity, and 

‘‘(C) the highest rate of tax specified in the 
rate schedule applicable to the partner under 
chapter 1 shall be substituted for the rate of 
tax under paragraph (2)(B). 

‘‘(4) INVERSION GAIN.—For purposes of this 
section, the term ‘inversion gain’ means any 
income or gain required to be recognized 
under section 304, 311(b), 367, 1001, or 1248, or 
under any other provision of chapter 1, by 
reason of the transfer during the applicable 
period of stock or other properties by an ac-
quired entity— 

‘‘(A) as part of the acquisition described in 
subsection (a)(2)(A) to which subsection (b) 
applies, or 

‘‘(B) after such acquisition to a foreign re-
lated person. 

The Secretary may provide that income or 
gain from the sale of inventories or other 
transactions in the ordinary course of a 
trade or business shall not be treated as in-
version gain under subparagraph (B) to the 
extent the Secretary determines such treat-
ment would not be inconsistent with the pur-
poses of this section. 

‘‘(5) COORDINATION WITH SECTION 172 AND 
MINIMUM TAX.—Rules similar to the rules of 
paragraphs (3) and (4) of section 860E(a) shall 
apply for purposes of this section. 

‘‘(6) STATUTE OF LIMITATIONS.— 
‘‘(A) IN GENERAL.—The statutory period for 

the assessment of any deficiency attrib-
utable to the inversion gain of any taxpayer 
for any pre-inversion year shall not expire 
before the expiration of 3 years from the date 
the Secretary is notified by the taxpayer (in 
such manner as the Secretary may prescribe) 
of the acquisition described in subsection 
(a)(2)(A) to which such gain relates and such 
deficiency may be assessed before the expira-
tion of such 3-year period notwithstanding 
the provisions of any other law or rule of law 
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which would otherwise prevent such assess-
ment. 

‘‘(B) PRE-INVERSION YEAR.—For purposes of 
subparagraph (A), the term ‘pre-inversion 
year’ means any taxable year if— 

‘‘(i) any portion of the applicable period is 
included in such taxable year, and 

‘‘(ii) such year ends before the taxable year 
in which the acquisition described in sub-
section (a)(2)(A) is completed. 

‘‘(d) SPECIAL RULES APPLICABLE TO AC-
QUIRED ENTITIES TO WHICH SUBSECTION (b) 
APPLIES.— 

‘‘(1) INCREASES IN ACCURACY-RELATED PEN-
ALTIES.—In the case of any underpayment of 
tax of an acquired entity to which subsection 
(b) applies— 

‘‘(A) section 6662(a) shall be applied with 
respect to such underpayment by sub-
stituting ‘30 percent’ for ‘20 percent’, and 

‘‘(B) if such underpayment is attributable 
to one or more gross valuation understate-
ments, the increase in the rate of penalty 
under section 6662(h) shall be to 50 percent 
rather than 40 percent. 

‘‘(2) MODIFICATIONS OF LIMITATION ON INTER-
EST DEDUCTION.—In the case of an acquired 
entity to which subsection (b) applies, sec-
tion 163(j) shall be applied— 

‘‘(A) without regard to paragraph (2)(A)(ii) 
thereof, and 

‘‘(B) by substituting ‘25 percent’ for ‘50 per-
cent’ each place it appears in paragraph 
(2)(B) thereof. 

‘‘(e) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) RULES FOR APPLICATION OF SUBSECTION 
(a)(2).—In applying subsection (a)(2) for pur-
poses of subsections (a) and (b), the following 
rules shall apply: 

‘‘(A) CERTAIN STOCK DISREGARDED.—There 
shall not be taken into account in deter-
mining ownership for purposes of subsection 
(a)(2)(B)— 

‘‘(i) stock held by members of the expanded 
affiliated group which includes the foreign 
incorporated entity, or 

‘‘(ii) stock of such entity which is sold in 
a public offering or private placement re-
lated to the acquisition described in sub-
section (a)(2)(A). 

‘‘(B) PLAN DEEMED IN CERTAIN CASES.—If a 
foreign incorporated entity acquires directly 
or indirectly substantially all of the prop-
erties of a domestic corporation or partner-
ship during the 4-year period beginning on 
the date which is 2 years before the owner-
ship requirements of subsection (a)(2)(B) are 
met with respect to such domestic corpora-
tion or partnership, such actions shall be 
treated as pursuant to a plan. 

‘‘(C) CERTAIN TRANSFERS DISREGARDED.— 
The transfer of properties or liabilities (in-
cluding by contribution or distribution) shall 
be disregarded if such transfers are part of a 
plan a principal purpose of which is to avoid 
the purposes of this section. 

‘‘(D) SPECIAL RULE FOR RELATED PARTNER-
SHIPS.—For purposes of applying subsection 
(a)(2) to the acquisition of a domestic part-
nership, except as provided in regulations, 
all partnerships which are under common 
control (within the meaning of section 482) 
shall be treated as 1 partnership. 

‘‘(E) TREATMENT OF CERTAIN RIGHTS.—The 
Secretary shall prescribe such regulations as 
may be necessary— 

‘‘(i) to treat warrants, options, contracts 
to acquire stock, convertible debt instru-
ments, and other similar interests as stock, 
and 

‘‘(ii) to treat stock as not stock. 
‘‘(2) EXPANDED AFFILIATED GROUP.—The 

term ‘expanded affiliated group’ means an 
affiliated group as defined in section 1504(a) 
but without regard to section 1504(b)(3), ex-
cept that section 1504(a) shall be applied by 

substituting ‘more than 50 percent’ for ‘at 
least 80 percent’ each place it appears. 

‘‘(3) FOREIGN INCORPORATED ENTITY.—The 
term ‘foreign incorporated entity’ means any 
entity which is, or but for subsection (a)(1) 
would be, treated as a foreign corporation for 
purposes of this title. 

‘‘(4) FOREIGN RELATED PERSON.—The term 
‘foreign related person’ means, with respect 
to any acquired entity, a foreign person 
which— 

‘‘(A) bears a relationship to such entity de-
scribed in section 267(b) or 707(b), or 

‘‘(B) is under the same common control 
(within the meaning of section 482) as such 
entity. 

‘‘(5) SUBSEQUENT ACQUISITIONS BY UNRE-
LATED DOMESTIC CORPORATIONS.— 

‘‘(A) IN GENERAL.—Subject to such condi-
tions, limitations, and exceptions as the Sec-
retary may prescribe, if, after an acquisition 
described in subsection (a)(2)(A) to which 
subsection (b) applies, a domestic corpora-
tion stock of which is traded on an estab-
lished securities market acquires directly or 
indirectly any properties of one or more ac-
quired entities in a transaction with respect 
to which the requirements of subparagraph 
(B) are met, this section shall cease to apply 
to any such acquired entity with respect to 
which such requirements are met. 

‘‘(B) REQUIREMENTS.—The requirements of 
the subparagraph are met with respect to a 
transaction involving any acquisition de-
scribed in subparagraph (A) if— 

‘‘(i) before such transaction the domestic 
corporation did not have a relationship de-
scribed in section 267(b) or 707(b), and was 
not under common control (within the mean-
ing of section 482), with the acquired entity, 
or any member of an expanded affiliated 
group including such entity, and 

‘‘(ii) after such transaction, such acquired 
entity— 

‘‘(I) is a member of the same expanded af-
filiated group which includes the domestic 
corporation or has such a relationship or is 
under such common control with any mem-
ber of such group, and 

‘‘(II) is not a member of, and does not have 
such a relationship and is not under such 
common control with any member of, the ex-
panded affiliated group which before such ac-
quisition included such entity. 

‘‘(f) REGULATIONS.—The Secretary shall 
provide such regulations as are necessary to 
carry out this section, including regulations 
providing for such adjustments to the appli-
cation of this section as are necessary to pre-
vent the avoidance of the purposes of this 
section, including the avoidance of such pur-
poses through— 

‘‘(1) the use of related persons, pass-thru or 
other noncorporate entities, or other inter-
mediaries, or 

‘‘(2) transactions designed to have persons 
cease to be (or not become) members of ex-
panded affiliated groups or related persons.’’. 

(b) INFORMATION REPORTING.—The Sec-
retary of the Treasury shall exercise the Sec-
retary’s authority under the Internal Rev-
enue Code of 1986 to require entities involved 
in transactions to which section 7874 of such 
Code (as added by subsection (a)) applies to 
report to the Secretary, shareholders, part-
ners, and such other persons as the Secretary 
may prescribe such information as is nec-
essary to ensure the proper tax treatment of 
such transactions. 

(c) CONFORMING AMENDMENT.—The table of 
sections for subchapter C of chapter 80 is 
amended by adding at the end the following 
new item: 

‘‘Sec. 7874. Rules relating to inverted cor-
porate entities.’’. 

(d) TRANSITION RULE FOR CERTAIN REGU-
LATED INVESTMENT COMPANIES AND UNIT IN-

VESTMENT TRUSTS.—Notwithstanding section 
7874 of the Internal Revenue Code of 1986 (as 
added by subsection (a)), a regulated invest-
ment company, or other pooled fund or trust 
specified by the Secretary of the Treasury, 
may elect to recognize gain by reason of sec-
tion 367(a) of such Code with respect to a 
transaction under which a foreign incor-
porated entity is treated as an inverted do-
mestic corporation under section 7874(a) of 
such Code by reason of an acquisition com-
pleted after March 20, 2002, and before Janu-
ary 1, 2004. 
SEC. 442. IMPOSITION OF MARK-TO-MARKET TAX 

ON INDIVIDUALS WHO EXPATRIATE. 
(a) IN GENERAL.—Subpart A of part II of 

subchapter N of chapter 1 is amended by in-
serting after section 877 the following new 
section: 
‘‘SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-

TION. 
‘‘(a) GENERAL RULES.—For purposes of this 

subtitle— 
‘‘(1) MARK TO MARKET.—Except as provided 

in subsections (d) and (f), all property of a 
covered expatriate to whom this section ap-
plies shall be treated as sold on the day be-
fore the expatriation date for its fair market 
value. 

‘‘(2) RECOGNITION OF GAIN OR LOSS.—In the 
case of any sale under paragraph (1)— 

‘‘(A) notwithstanding any other provision 
of this title, any gain arising from such sale 
shall be taken into account for the taxable 
year of the sale, and 

‘‘(B) any loss arising from such sale shall 
be taken into account for the taxable year of 
the sale to the extent otherwise provided by 
this title, except that section 1091 shall not 
apply to any such loss. 
Proper adjustment shall be made in the 
amount of any gain or loss subsequently re-
alized for gain or loss taken into account 
under the preceding sentence. 

‘‘(3) EXCLUSION FOR CERTAIN GAIN.— 
‘‘(A) IN GENERAL.—The amount which, but 

for this paragraph, would be includible in the 
gross income of any individual by reason of 
this section shall be reduced (but not below 
zero) by $600,000. For purposes of this para-
graph, allocable expatriation gain taken into 
account under subsection (f)(2) shall be 
treated in the same manner as an amount re-
quired to be includible in gross income. 

‘‘(B) COST-OF-LIVING ADJUSTMENT.— 
‘‘(i) IN GENERAL.—In the case of an expa-

triation date occurring in any calendar year 
after 2004, the $600,000 amount under sub-
paragraph (A) shall be increased by an 
amount equal to— 

‘‘(I) such dollar amount, multiplied by 
‘‘(II) the cost-of-living adjustment deter-

mined under section 1(f)(3) for such calendar 
year, determined by substituting ‘calendar 
year 2003’ for ‘calendar year 1992’ in subpara-
graph (B) thereof. 

‘‘(ii) ROUNDING RULES.—If any amount after 
adjustment under clause (i) is not a multiple 
of $1,000, such amount shall be rounded to 
the next lower multiple of $1,000. 

‘‘(4) ELECTION TO CONTINUE TO BE TAXED AS 
UNITED STATES CITIZEN.— 

‘‘(A) IN GENERAL.—If a covered expatriate 
elects the application of this paragraph— 

‘‘(i) this section (other than this paragraph 
and subsection (i)) shall not apply to the ex-
patriate, but 

‘‘(ii) in the case of property to which this 
section would apply but for such election, 
the expatriate shall be subject to tax under 
this title in the same manner as if the indi-
vidual were a United States citizen. 

‘‘(B) REQUIREMENTS.—Subparagraph (A) 
shall not apply to an individual unless the 
individual— 

‘‘(i) provides security for payment of tax in 
such form and manner, and in such amount, 
as the Secretary may require, 
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‘‘(ii) consents to the waiver of any right of 

the individual under any treaty of the 
United States which would preclude assess-
ment or collection of any tax which may be 
imposed by reason of this paragraph, and 

‘‘(iii) complies with such other require-
ments as the Secretary may prescribe. 

‘‘(C) ELECTION.—An election under sub-
paragraph (A) shall apply to all property to 
which this section would apply but for the 
election and, once made, shall be irrev-
ocable. Such election shall also apply to 
property the basis of which is determined in 
whole or in part by reference to the property 
with respect to which the election was made. 

‘‘(b) ELECTION TO DEFER TAX.— 
‘‘(1) IN GENERAL.—If the taxpayer elects the 

application of this subsection with respect to 
any property treated as sold by reason of 
subsection (a), the payment of the additional 
tax attributable to such property shall be 
postponed until the due date of the return 
for the taxable year in which such property 
is disposed of (or, in the case of property dis-
posed of in a transaction in which gain is not 
recognized in whole or in part, until such 
other date as the Secretary may prescribe). 

‘‘(2) DETERMINATION OF TAX WITH RESPECT 
TO PROPERTY.—For purposes of paragraph (1), 
the additional tax attributable to any prop-
erty is an amount which bears the same 
ratio to the additional tax imposed by this 
chapter for the taxable year solely by reason 
of subsection (a) as the gain taken into ac-
count under subsection (a) with respect to 
such property bears to the total gain taken 
into account under subsection (a) with re-
spect to all property to which subsection (a) 
applies. 

‘‘(3) TERMINATION OF POSTPONEMENT.—No 
tax may be postponed under this subsection 
later than the due date for the return of tax 
imposed by this chapter for the taxable year 
which includes the date of death of the expa-
triate (or, if earlier, the time that the secu-
rity provided with respect to the property 
fails to meet the requirements of paragraph 
(4), unless the taxpayer corrects such failure 
within the time specified by the Secretary). 

‘‘(4) SECURITY.— 
‘‘(A) IN GENERAL.—No election may be 

made under paragraph (1) with respect to 
any property unless adequate security is pro-
vided to the Secretary with respect to such 
property. 

‘‘(B) ADEQUATE SECURITY.—For purposes of 
subparagraph (A), security with respect to 
any property shall be treated as adequate se-
curity if— 

‘‘(i) it is a bond in an amount equal to the 
deferred tax amount under paragraph (2) for 
the property, or 

‘‘(ii) the taxpayer otherwise establishes to 
the satisfaction of the Secretary that the se-
curity is adequate. 

‘‘(5) WAIVER OF CERTAIN RIGHTS.—No elec-
tion may be made under paragraph (1) unless 
the taxpayer consents to the waiver of any 
right under any treaty of the United States 
which would preclude assessment or collec-
tion of any tax imposed by reason of this sec-
tion. 

‘‘(6) ELECTIONS.—An election under para-
graph (1) shall only apply to property de-
scribed in the election and, once made, is ir-
revocable. An election may be made under 
paragraph (1) with respect to an interest in a 
trust with respect to which gain is required 
to be recognized under subsection (f)(1). 

‘‘(7) INTEREST.—For purposes of section 
6601— 

‘‘(A) the last date for the payment of tax 
shall be determined without regard to the 
election under this subsection, and 

‘‘(B) section 6621(a)(2) shall be applied by 
substituting ‘5 percentage points’ for ‘3 per-
centage points’ in subparagraph (B) thereof. 

‘‘(c) COVERED EXPATRIATE.—For purposes 
of this section— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), the term ‘covered expatriate’ 
means an expatriate. 

‘‘(2) EXCEPTIONS.—An individual shall not 
be treated as a covered expatriate if— 

‘‘(A) the individual— 
‘‘(i) became at birth a citizen of the United 

States and a citizen of another country and, 
as of the expatriation date, continues to be a 
citizen of, and is taxed as a resident of, such 
other country, and 

‘‘(ii) has not been a resident of the United 
States (as defined in section 7701(b)(1)(A)(ii)) 
during the 5 taxable years ending with the 
taxable year during which the expatriation 
date occurs, or 

‘‘(B)(i) the individual’s relinquishment of 
United States citizenship occurs before such 
individual attains age 181⁄2, and 

‘‘(ii) the individual has been a resident of 
the United States (as so defined) for not 
more than 5 taxable years before the date of 
relinquishment. 

‘‘(d) EXEMPT PROPERTY; SPECIAL RULES FOR 
PENSION PLANS.— 

‘‘(1) EXEMPT PROPERTY.—This section shall 
not apply to the following: 

‘‘(A) UNITED STATES REAL PROPERTY INTER-
ESTS.—Any United States real property in-
terest (as defined in section 897(c)(1)), other 
than stock of a United States real property 
holding corporation which does not, on the 
day before the expatriation date, meet the 
requirements of section 897(c)(2). 

‘‘(B) SPECIFIED PROPERTY.—Any property 
or interest in property not described in sub-
paragraph (A) which the Secretary specifies 
in regulations. 

‘‘(2) SPECIAL RULES FOR CERTAIN RETIRE-
MENT PLANS.— 

‘‘(A) IN GENERAL.—If a covered expatriate 
holds on the day before the expatriation date 
any interest in a retirement plan to which 
this paragraph applies— 

‘‘(i) such interest shall not be treated as 
sold for purposes of subsection (a)(1), but 

‘‘(ii) an amount equal to the present value 
of the expatriate’s nonforfeitable accrued 
benefit shall be treated as having been re-
ceived by such individual on such date as a 
distribution under the plan. 

‘‘(B) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS.—In the case of any distribution on or 
after the expatriation date to or on behalf of 
the covered expatriate from a plan from 
which the expatriate was treated as receiv-
ing a distribution under subparagraph (A), 
the amount otherwise includible in gross in-
come by reason of the subsequent distribu-
tion shall be reduced by the excess of the 
amount includible in gross income under 
subparagraph (A) over any portion of such 
amount to which this subparagraph pre-
viously applied. 

‘‘(C) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS BY PLAN.—For purposes of this title, a 
retirement plan to which this paragraph ap-
plies, and any person acting on the plan’s be-
half, shall treat any subsequent distribution 
described in subparagraph (B) in the same 
manner as such distribution would be treat-
ed without regard to this paragraph. 

‘‘(D) APPLICABLE PLANS.—This paragraph 
shall apply to— 

‘‘(i) any qualified retirement plan (as de-
fined in section 4974(c)), 

‘‘(ii) an eligible deferred compensation 
plan (as defined in section 457(b)) of an eligi-
ble employer described in section 
457(e)(1)(A), and 

‘‘(iii) to the extent provided in regulations, 
any foreign pension plan or similar retire-
ment arrangements or programs. 

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) EXPATRIATE.—The term ‘expatriate’ 
means— 

‘‘(A) any United States citizen who relin-
quishes citizenship, and 

‘‘(B) any long-term resident of the United 
States who— 

‘‘(i) ceases to be a lawful permanent resi-
dent of the United States (within the mean-
ing of section 7701(b)(6)), or 

‘‘(ii) commences to be treated as a resident 
of a foreign country under the provisions of 
a tax treaty between the United States and 
the foreign country and who does not waive 
the benefits of such treaty applicable to resi-
dents of the foreign country. 

‘‘(2) EXPATRIATION DATE.—The term ‘expa-
triation date’ means— 

‘‘(A) the date an individual relinquishes 
United States citizenship, or 

‘‘(B) in the case of a long-term resident of 
the United States, the date of the event de-
scribed in clause (i) or (ii) of paragraph 
(1)(B). 

‘‘(3) RELINQUISHMENT OF CITIZENSHIP.—A 
citizen shall be treated as relinquishing 
United States citizenship on the earliest of— 

‘‘(A) the date the individual renounces 
such individual’s United States nationality 
before a diplomatic or consular officer of the 
United States pursuant to paragraph (5) of 
section 349(a) of the Immigration and Na-
tionality Act (8 U.S.C. 1481(a)(5)), 

‘‘(B) the date the individual furnishes to 
the United States Department of State a 
signed statement of voluntary relinquish-
ment of United States nationality con-
firming the performance of an act of expa-
triation specified in paragraph (1), (2), (3), or 
(4) of section 349(a) of the Immigration and 
Nationality Act (8 U.S.C. 1481(a)(1)–(4)), 

‘‘(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or 

‘‘(D) the date a court of the United States 
cancels a naturalized citizen’s certificate of 
naturalization. 

Subparagraph (A) or (B) shall not apply to 
any individual unless the renunciation or 
voluntary relinquishment is subsequently 
approved by the issuance to the individual of 
a certificate of loss of nationality by the 
United States Department of State. 

‘‘(4) LONG-TERM RESIDENT.—The term ‘long- 
term resident’ has the meaning given to such 
term by section 877(e)(2). 

‘‘(f) SPECIAL RULES APPLICABLE TO BENE-
FICIARIES’ INTERESTS IN TRUST.— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), if an individual is determined 
under paragraph (3) to hold an interest in a 
trust on the day before the expatriation 
date— 

‘‘(A) the individual shall not be treated as 
having sold such interest, 

‘‘(B) such interest shall be treated as a sep-
arate share in the trust, and 

‘‘(C)(i) such separate share shall be treated 
as a separate trust consisting of the assets 
allocable to such share, 

‘‘(ii) the separate trust shall be treated as 
having sold its assets on the day before the 
expatriation date for their fair market value 
and as having distributed all of its assets to 
the individual as of such time, and 

‘‘(iii) the individual shall be treated as 
having recontributed the assets to the sepa-
rate trust. 

Subsection (a)(2) shall apply to any income, 
gain, or loss of the individual arising from a 
distribution described in subparagraph 
(C)(ii). In determining the amount of such 
distribution, proper adjustments shall be 
made for liabilities of the trust allocable to 
an individual’s share in the trust. 

‘‘(2) SPECIAL RULES FOR INTERESTS IN QUALI-
FIED TRUSTS.— 
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‘‘(A) IN GENERAL.—If the trust interest de-

scribed in paragraph (1) is an interest in a 
qualified trust— 

‘‘(i) paragraph (1) and subsection (a) shall 
not apply, and 

‘‘(ii) in addition to any other tax imposed 
by this title, there is hereby imposed on each 
distribution with respect to such interest a 
tax in the amount determined under sub-
paragraph (B). 

‘‘(B) AMOUNT OF TAX.—The amount of tax 
under subparagraph (A)(ii) shall be equal to 
the lesser of— 

‘‘(i) the highest rate of tax imposed by sec-
tion 1(e) for the taxable year which includes 
the day before the expatriation date, multi-
plied by the amount of the distribution, or 

‘‘(ii) the balance in the deferred tax ac-
count immediately before the distribution 
determined without regard to any increases 
under subparagraph (C)(ii) after the 30th day 
preceding the distribution. 

‘‘(C) DEFERRED TAX ACCOUNT.—For purposes 
of subparagraph (B)(ii)— 

‘‘(i) OPENING BALANCE.—The opening bal-
ance in a deferred tax account with respect 
to any trust interest is an amount equal to 
the tax which would have been imposed on 
the allocable expatriation gain with respect 
to the trust interest if such gain had been in-
cluded in gross income under subsection (a). 

‘‘(ii) INCREASE FOR INTEREST.—The balance 
in the deferred tax account shall be in-
creased by the amount of interest deter-
mined (on the balance in the account at the 
time the interest accrues), for periods after 
the 90th day after the expatriation date, by 
using the rates and method applicable under 
section 6621 for underpayments of tax for 
such periods, except that section 6621(a)(2) 
shall be applied by substituting ‘5 percentage 
points’ for ‘3 percentage points’ in subpara-
graph (B) thereof. 

‘‘(iii) DECREASE FOR TAXES PREVIOUSLY 
PAID.—The balance in the tax deferred ac-
count shall be reduced— 

‘‘(I) by the amount of taxes imposed by 
subparagraph (A) on any distribution to the 
person holding the trust interest, and 

‘‘(II) in the case of a person holding a non-
vested interest, to the extent provided in 
regulations, by the amount of taxes imposed 
by subparagraph (A) on distributions from 
the trust with respect to nonvested interests 
not held by such person. 

‘‘(D) ALLOCABLE EXPATRIATION GAIN.—For 
purposes of this paragraph, the allocable ex-
patriation gain with respect to any bene-
ficiary’s interest in a trust is the amount of 
gain which would be allocable to such bene-
ficiary’s vested and nonvested interests in 
the trust if the beneficiary held directly all 
assets allocable to such interests. 

‘‘(E) TAX DEDUCTED AND WITHHELD.— 
‘‘(i) IN GENERAL.—The tax imposed by sub-

paragraph (A)(ii) shall be deducted and with-
held by the trustees from the distribution to 
which it relates. 

‘‘(ii) EXCEPTION WHERE FAILURE TO WAIVE 
TREATY RIGHTS.—If an amount may not be 
deducted and withheld under clause (i) by 
reason of the distributee failing to waive any 
treaty right with respect to such distribu-
tion— 

‘‘(I) the tax imposed by subparagraph 
(A)(ii) shall be imposed on the trust and each 
trustee shall be personally liable for the 
amount of such tax, and 

‘‘(II) any other beneficiary of the trust 
shall be entitled to recover from the dis-
tributee the amount of such tax imposed on 
the other beneficiary. 

‘‘(F) DISPOSITION.—If a trust ceases to be a 
qualified trust at any time, a covered expa-
triate disposes of an interest in a qualified 
trust, or a covered expatriate holding an in-
terest in a qualified trust dies, then, in lieu 
of the tax imposed by subparagraph (A)(ii), 

there is hereby imposed a tax equal to the 
lesser of— 

‘‘(i) the tax determined under paragraph (1) 
as if the day before the expatriation date 
were the date of such cessation, disposition, 
or death, whichever is applicable, or 

‘‘(ii) the balance in the tax deferred ac-
count immediately before such date. 
Such tax shall be imposed on the trust and 
each trustee shall be personally liable for the 
amount of such tax and any other bene-
ficiary of the trust shall be entitled to re-
cover from the covered expatriate or the es-
tate the amount of such tax imposed on the 
other beneficiary. 

‘‘(G) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this paragraph— 

‘‘(i) QUALIFIED TRUST.—The term ‘qualified 
trust’ means a trust which is described in 
section 7701(a)(30)(E). 

‘‘(ii) VESTED INTEREST.—The term ‘vested 
interest’ means any interest which, as of the 
day before the expatriation date, is vested in 
the beneficiary. 

‘‘(iii) NONVESTED INTEREST.—The term 
‘nonvested interest’ means, with respect to 
any beneficiary, any interest in a trust 
which is not a vested interest. Such interest 
shall be determined by assuming the max-
imum exercise of discretion in favor of the 
beneficiary and the occurrence of all contin-
gencies in favor of the beneficiary. 

‘‘(iv) ADJUSTMENTS.—The Secretary may 
provide for such adjustments to the bases of 
assets in a trust or a deferred tax account, 
and the timing of such adjustments, in order 
to ensure that gain is taxed only once. 

‘‘(v) COORDINATION WITH RETIREMENT PLAN 
RULES.—This subsection shall not apply to 
an interest in a trust which is part of a re-
tirement plan to which subsection (d)(2) ap-
plies. 

‘‘(3) DETERMINATION OF BENEFICIARIES’ IN-
TEREST IN TRUST.— 

‘‘(A) DETERMINATIONS UNDER PARAGRAPH 
(1).—For purposes of paragraph (1), a bene-
ficiary’s interest in a trust shall be based 
upon all relevant facts and circumstances, 
including the terms of the trust instrument 
and any letter of wishes or similar docu-
ment, historical patterns of trust distribu-
tions, and the existence of and functions per-
formed by a trust protector or any similar 
adviser. 

‘‘(B) OTHER DETERMINATIONS.—For purposes 
of this section— 

‘‘(i) CONSTRUCTIVE OWNERSHIP.—If a bene-
ficiary of a trust is a corporation, partner-
ship, trust, or estate, the shareholders, part-
ners, or beneficiaries shall be deemed to be 
the trust beneficiaries for purposes of this 
section. 

‘‘(ii) TAXPAYER RETURN POSITION.—A tax-
payer shall clearly indicate on its income 
tax return— 

‘‘(I) the methodology used to determine 
that taxpayer’s trust interest under this sec-
tion, and 

‘‘(II) if the taxpayer knows (or has reason 
to know) that any other beneficiary of such 
trust is using a different methodology to de-
termine such beneficiary’s trust interest 
under this section. 

‘‘(g) TERMINATION OF DEFERRALS, ETC.—In 
the case of any covered expatriate, notwith-
standing any other provision of this title— 

‘‘(1) any period during which recognition of 
income or gain is deferred shall terminate on 
the day before the expatriation date, and 

‘‘(2) any extension of time for payment of 
tax shall cease to apply on the day before the 
expatriation date and the unpaid portion of 
such tax shall be due and payable at the time 
and in the manner prescribed by the Sec-
retary. 

‘‘(h) IMPOSITION OF TENTATIVE TAX.— 
‘‘(1) IN GENERAL.—If an individual is re-

quired to include any amount in gross in-

come under subsection (a) for any taxable 
year, there is hereby imposed, immediately 
before the expatriation date, a tax in an 
amount equal to the amount of tax which 
would be imposed if the taxable year were a 
short taxable year ending on the expatria-
tion date. 

‘‘(2) DUE DATE.—The due date for any tax 
imposed by paragraph (1) shall be the 90th 
day after the expatriation date. 

‘‘(3) TREATMENT OF TAX.—Any tax paid 
under paragraph (1) shall be treated as a pay-
ment of the tax imposed by this chapter for 
the taxable year to which subsection (a) ap-
plies. 

‘‘(4) DEFERRAL OF TAX.—The provisions of 
subsection (b) shall apply to the tax imposed 
by this subsection to the extent attributable 
to gain includible in gross income by reason 
of this section. 

‘‘(i) SPECIAL LIENS FOR DEFERRED TAX 
AMOUNTS.— 

‘‘(1) IMPOSITION OF LIEN.— 
‘‘(A) IN GENERAL.—If a covered expatriate 

makes an election under subsection (a)(4) or 
(b) which results in the deferral of any tax 
imposed by reason of subsection (a), the de-
ferred amount (including any interest, addi-
tional amount, addition to tax, assessable 
penalty, and costs attributable to the de-
ferred amount) shall be a lien in favor of the 
United States on all property of the expa-
triate located in the United States (without 
regard to whether this section applies to the 
property). 

‘‘(B) DEFERRED AMOUNT.—For purposes of 
this subsection, the deferred amount is the 
amount of the increase in the covered expa-
triate’s income tax which, but for the elec-
tion under subsection (a)(4) or (b), would 
have occurred by reason of this section for 
the taxable year including the expatriation 
date. 

‘‘(2) PERIOD OF LIEN.—The lien imposed by 
this subsection shall arise on the expatria-
tion date and continue until— 

‘‘(A) the liability for tax by reason of this 
section is satisfied or has become unenforce-
able by reason of lapse of time, or 

‘‘(B) it is established to the satisfaction of 
the Secretary that no further tax liability 
may arise by reason of this section. 

‘‘(3) CERTAIN RULES APPLY.—The rules set 
forth in paragraphs (1), (3), and (4) of section 
6324A(d) shall apply with respect to the lien 
imposed by this subsection as if it were a 
lien imposed by section 6324A. 

‘‘(j) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’. 

(b) INCLUSION IN INCOME OF GIFTS AND BE-
QUESTS RECEIVED BY UNITED STATES CITIZENS 
AND RESIDENTS FROM EXPATRIATES.—Section 
102 (relating to gifts, etc. not included in 
gross income) is amended by adding at the 
end the following new subsection: 

‘‘(d) GIFTS AND INHERITANCES FROM COV-
ERED EXPATRIATES.— 

‘‘(1) IN GENERAL.—Subsection (a) shall not 
exclude from gross income the value of any 
property acquired by gift, bequest, devise, or 
inheritance from a covered expatriate after 
the expatriation date. For purposes of this 
subsection, any term used in this subsection 
which is also used in section 877A shall have 
the same meaning as when used in section 
877A. 

‘‘(2) EXCEPTIONS FOR TRANSFERS OTHERWISE 
SUBJECT TO ESTATE OR GIFT TAX.—Paragraph 
(1) shall not apply to any property if either— 

‘‘(A) the gift, bequest, devise, or inherit-
ance is— 

‘‘(i) shown on a timely filed return of tax 
imposed by chapter 12 as a taxable gift by 
the covered expatriate, or 

‘‘(ii) included in the gross estate of the 
covered expatriate for purposes of chapter 11 
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and shown on a timely filed return of tax im-
posed by chapter 11 of the estate of the cov-
ered expatriate, or 

‘‘(B) no such return was timely filed but no 
such return would have been required to be 
filed even if the covered expatriate were a 
citizen or long-term resident of the United 
States.’’. 

(c) DEFINITION OF TERMINATION OF UNITED 
STATES CITIZENSHIP.—Section 7701(a) is 
amended by adding at the end the following 
new paragraph: 

‘‘(48) TERMINATION OF UNITED STATES CITI-
ZENSHIP.— 

‘‘(A) IN GENERAL.—An individual shall not 
cease to be treated as a United States citizen 
before the date on which the individual’s 
citizenship is treated as relinquished under 
section 877A(e)(3). 

‘‘(B) DUAL CITIZENS.—Under regulations 
prescribed by the Secretary, subparagraph 
(A) shall not apply to an individual who be-
came at birth a citizen of the United States 
and a citizen of another country.’’. 

(d) INELIGIBILITY FOR VISA OR ADMISSION TO 
UNITED STATES.— 

(1) IN GENERAL.—Section 212(a)(10)(E) of the 
Immigration and Nationality Act (8 U.S.C. 
1182(a)(10)(E)) is amended to read as follows: 

‘‘(E) FORMER CITIZENS NOT IN COMPLIANCE 
WITH EXPATRIATION REVENUE PROVISIONS.— 
Any alien who is a former citizen of the 
United States who relinquishes United 
States citizenship (within the meaning of 
section 877A(e)(3) of the Internal Revenue 
Code of 1986) and who is not in compliance 
with section 877A of such Code (relating to 
expatriation).’’. 

(2) AVAILABILITY OF INFORMATION.— 
(A) IN GENERAL.—Section 6103(l) (relating 

to disclosure of returns and return informa-
tion for purposes other than tax administra-
tion) is amended by adding at the end the 
following new paragraph: 

‘‘(19) DISCLOSURE TO DENY VISA OR ADMIS-
SION TO CERTAIN EXPATRIATES.—Upon written 
request of the Attorney General or the At-
torney General’s delegate, the Secretary 
shall disclose whether an individual is in 
compliance with section 877A (and if not in 
compliance, any items of noncompliance) to 
officers and employees of the Federal agency 
responsible for administering section 
212(a)(10)(E) of the Immigration and Nation-
ality Act solely for the purpose of, and to the 
extent necessary in, administering such sec-
tion 212(a)(10)(E).’’. 

(B) SAFEGUARDS.— 
(i) TECHNICAL AMENDMENTS.—Paragraph (4) 

of section 6103(p) of the Internal Revenue 
Code of 1986, as amended by section 
202(b)(2)(B) of the Trade Act of 2002 (Public 
Law 107–210; 116 Stat. 961), is amended by 
striking ‘‘or (17)’’ after ‘‘any other person de-
scribed in subsection (l)(16)’’ each place it 
appears and inserting ‘‘or (18)’’. 

(ii) CONFORMING AMENDMENTS.—Section 
6103(p)(4) (relating to safeguards), as amend-
ed by clause (i), is amended by striking ‘‘or 
(18)’’ after ‘‘any other person described in 
subsection (l)(16)’’ each place it appears and 
inserting ‘‘(18), or (19)’’. 

(3) EFFECTIVE DATES.— 
(A) IN GENERAL.—Except as provided in 

subparagraph (B), the amendments made by 
this subsection shall apply to individuals 
who relinquish United States citizenship on 
or after the date of the enactment of this 
Act. 

(B) TECHNICAL AMENDMENTS.—The amend-
ments made by paragraph (2)(B)(i) shall take 
effect as if included in the amendments made 
by section 202(b)(2)(B) of the Trade Act of 
2002 (Public Law 107–210; 116 Stat. 961). 

(e) CONFORMING AMENDMENTS.— 
(1) Section 877 is amended by adding at the 

end the following new subsection: 

‘‘(g) APPLICATION.—This section shall not 
apply to an expatriate (as defined in section 
877A(e)) whose expatriation date (as so de-
fined) occurs on or after January 1, 2004.’’. 

(2) Section 2107 is amended by adding at 
the end the following new subsection: 

‘‘(f) APPLICATION.—This section shall not 
apply to any expatriate subject to section 
877A.’’. 

(3) Section 2501(a)(3) is amended by adding 
at the end the following new subparagraph: 

‘‘(F) APPLICATION.—This paragraph shall 
not apply to any expatriate subject to sec-
tion 877A.’’. 

(4)(A) Paragraph (1) of section 6039G(d) is 
amended by inserting ‘‘or 877A’’ after ‘‘sec-
tion 877’’. 

(B) The second sentence of section 6039G(e) 
is amended by inserting ‘‘or who relinquishes 
United States citizenship (within the mean-
ing of section 877A(e)(3))’’ after ‘‘877(a))’’. 

(C) Section 6039G(f) is amended by insert-
ing ‘‘or 877A(e)(2)(B)’’ after ‘‘877(e)(1)’’. 

(f) CLERICAL AMENDMENT.—The table of 
sections for subpart A of part II of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the 
following new item: 

‘‘Sec. 877A. Tax responsibilities of expatria-
tion.’’. 

(g) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in this 

subsection, the amendments made by this 
section shall apply to expatriates (within the 
meaning of section 877A(e) of the Internal 
Revenue Code of 1986, as added by this sec-
tion) whose expatriation date (as so defined) 
occurs on or after January 1, 2004. 

(2) GIFTS AND BEQUESTS.—Section 102(d) of 
the Internal Revenue Code of 1986 (as added 
by subsection (b)) shall apply to gifts and be-
quests received on or after January 1, 2004, 
from an individual or the estate of an indi-
vidual whose expatriation date (as so de-
fined) occurs after such date. 

(3) DUE DATE FOR TENTATIVE TAX.—The due 
date under section 877A(h)(2) of the Internal 
Revenue Code of 1986, as added by this sec-
tion, shall in no event occur before the 90th 
day after the date of the enactment of this 
Act. 
SEC. 443. EXCISE TAX ON STOCK COMPENSATION 

OF INSIDERS IN INVERTED COR-
PORATIONS. 

(a) IN GENERAL.—Subtitle D is amended by 
adding at the end the following new chapter: 
‘‘CHAPTER 48—STOCK COMPENSATION OF 
INSIDERS IN INVERTED CORPORATIONS 

‘‘Sec. 5000A. Stock compensation of insiders 
in inverted corporations enti-
ties. 

‘‘SEC. 5000A. STOCK COMPENSATION OF INSIDERS 
IN INVERTED CORPORATIONS. 

‘‘(a) IMPOSITION OF TAX.—In the case of an 
individual who is a disqualified individual 
with respect to any inverted corporation, 
there is hereby imposed on such person a tax 
equal to 20 percent of the value (determined 
under subsection (b)) of the specified stock 
compensation held (directly or indirectly) by 
or for the benefit of such individual or a 
member of such individual’s family (as de-
fined in section 267) at any time during the 
12-month period beginning on the date which 
is 6 months before the inversion date. 

‘‘(b) VALUE.—For purposes of subsection 
(a)— 

‘‘(1) IN GENERAL.—The value of specified 
stock compensation shall be— 

‘‘(A) in the case of a stock option (or other 
similar right) or any stock appreciation 
right, the fair value of such option or right, 
and 

‘‘(B) in any other case, the fair market 
value of such compensation. 

‘‘(2) DATE FOR DETERMINING VALUE.—The 
determination of value shall be made— 

‘‘(A) in the case of specified stock com-
pensation held on the inversion date, on such 
date, 

‘‘(B) in the case of such compensation 
which is canceled during the 6 months before 
the inversion date, on the day before such 
cancellation, and 

‘‘(C) in the case of such compensation 
which is granted after the inversion date, on 
the date such compensation is granted. 

‘‘(c) TAX TO APPLY ONLY IF SHAREHOLDER 
GAIN RECOGNIZED.—Subsection (a) shall 
apply to any disqualified individual with re-
spect to an inverted corporation only if gain 
(if any) on any stock in such corporation is 
recognized in whole or part by any share-
holder by reason of the acquisition referred 
to in section 7874(a)(2)(A) (determined by 
substituting ‘July 10, 2002’ for ‘March 20, 
2002’) with respect to such corporation. 

‘‘(d) EXCEPTION WHERE GAIN RECOGNIZED ON 
COMPENSATION.—Subsection (a) shall not 
apply to— 

‘‘(1) any stock option which is exercised on 
the inversion date or during the 6-month pe-
riod before such date and to the stock ac-
quired in such exercise, if income is recog-
nized under section 83 on or before the inver-
sion date with respect to the stock acquired 
pursuant to such exercise, and 

‘‘(2) any specified stock compensation 
which is exercised, sold, exchanged, distrib-
uted, cashed out, or otherwise paid during 
such period in a transaction in which gain or 
loss is recognized in full. 

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) DISQUALIFIED INDIVIDUAL.—The term 
‘disqualified individual’ means, with respect 
to a corporation, any individual who, at any 
time during the 12-month period beginning 
on the date which is 6 months before the in-
version date— 

‘‘(A) is subject to the requirements of sec-
tion 16(a) of the Securities Exchange Act of 
1934 with respect to such corporation, or 

‘‘(B) would be subject to such requirements 
if such corporation were an issuer of equity 
securities referred to in such section. 

‘‘(2) INVERTED CORPORATION; INVERSION 
DATE.— 

‘‘(A) INVERTED CORPORATION.—The term 
‘inverted corporation’ means any corpora-
tion to which subsection (a) or (b) of section 
7874 applies determined— 

‘‘(i) by substituting ‘July 10, 2002’ for 
‘March 20, 2002’ in section 7874(a)(2)(A), and 

‘‘(ii) without regard to subsection (b)(1)(A). 

Such term includes any predecessor or suc-
cessor of such a corporation. 

‘‘(B) INVERSION DATE.—The term ‘inversion 
date’ means, with respect to a corporation, 
the date on which the corporation first be-
comes an inverted corporation. 

‘‘(3) SPECIFIED STOCK COMPENSATION.— 
‘‘(A) IN GENERAL.—The term ‘specified 

stock compensation’ means payment (or 
right to payment) granted by the inverted 
corporation (or by any member of the ex-
panded affiliated group which includes such 
corporation) to any person in connection 
with the performance of services by a dis-
qualified individual for such corporation or 
member if the value of such payment or 
right is based on (or determined by reference 
to) the value (or change in value) of stock in 
such corporation (or any such member). 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude— 

‘‘(i) any option to which part II of sub-
chapter D of chapter 1 applies, or 

‘‘(ii) any payment or right to payment 
from a plan referred to in section 280G(b)(6). 

‘‘(4) EXPANDED AFFILIATED GROUP.—The 
term ‘expanded affiliated group’ means an 
affiliated group (as defined in section 1504(a) 
without regard to section 1504(b)(3)); except 
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that section 1504(a) shall be applied by sub-
stituting ‘more than 50 percent’ for ‘at least 
80 percent’ each place it appears. 

‘‘(f) SPECIAL RULES.—For purposes of this 
section— 

‘‘(1) CANCELLATION OF RESTRICTION.—The 
cancellation of a restriction which by its 
terms will never lapse shall be treated as a 
grant. 

‘‘(2) PAYMENT OR REIMBURSEMENT OF TAX BY 
CORPORATION TREATED AS SPECIFIED STOCK 
COMPENSATION.—Any payment of the tax im-
posed by this section directly or indirectly 
by the inverted corporation or by any mem-
ber of the expanded affiliated group which 
includes such corporation— 

‘‘(A) shall be treated as specified stock 
compensation, and 

‘‘(B) shall not be allowed as a deduction 
under any provision of chapter 1. 

‘‘(3) CERTAIN RESTRICTIONS IGNORED.— 
Whether there is specified stock compensa-
tion, and the value thereof, shall be deter-
mined without regard to any restriction 
other than a restriction which by its terms 
will never lapse. 

‘‘(4) PROPERTY TRANSFERS.—Any transfer of 
property shall be treated as a payment and 
any right to a transfer of property shall be 
treated as a right to a payment. 

‘‘(5) OTHER ADMINISTRATIVE PROVISIONS.— 
For purposes of subtitle F, any tax imposed 
by this section shall be treated as a tax im-
posed by subtitle A. 

‘‘(g) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’. 

(b) DENIAL OF DEDUCTION.— 
(1) IN GENERAL.—Paragraph (6) of section 

275(a) is amended by inserting ‘‘48,’’ after 
‘‘46,’’. 

(2) $1,000,000 LIMIT ON DEDUCTIBLE COM-
PENSATION REDUCED BY PAYMENT OF EXCISE 
TAX ON SPECIFIED STOCK COMPENSATION.— 
Paragraph (4) of section 162(m) is amended 
by adding at the end the following new sub-
paragraph: 

‘‘(G) COORDINATION WITH EXCISE TAX ON 
SPECIFIED STOCK COMPENSATION.—The dollar 
limitation contained in paragraph (1) with 
respect to any covered employee shall be re-
duced (but not below zero) by the amount of 
any payment (with respect to such em-
ployee) of the tax imposed by section 5000A 
directly or indirectly by the inverted cor-
poration (as defined in such section) or by 
any member of the expanded affiliated group 
(as defined in such section) which includes 
such corporation.’’. 

(c) CONFORMING AMENDMENTS.— 
(1) The last sentence of section 3121(v)(2)(A) 

is amended by inserting before the period ‘‘or 
to any specified stock compensation (as de-
fined in section 5000A) on which tax is im-
posed by section 5000A’’. 

(2) The table of chapters for subtitle D is 
amended by adding at the end the following 
new item: 

‘‘Chapter 48. Stock compensation of insiders 
in inverted corporations.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on 
July 11, 2002; except that periods before such 
date shall not be taken into account in ap-
plying the periods in subsections (a) and 
(e)(1) of section 5000A of the Internal Rev-
enue Code of 1986, as added by this section. 
SEC. 444. REINSURANCE OF UNITED STATES 

RISKS IN FOREIGN JURISDICTIONS. 

(a) IN GENERAL.—Section 845(a) (relating to 
allocation in case of reinsurance agreement 
involving tax avoidance or evasion) is 
amended by striking ‘‘source and character’’ 
and inserting ‘‘amount, source, or char-
acter’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to any risk 
reinsured after April 11, 2002. 
SEC. 445. REPORTING OF TAXABLE MERGERS 

AND ACQUISITIONS. 
(a) IN GENERAL.—Subpart B of part III of 

subchapter A of chapter 61 is amended by in-
serting after section 6043 the following new 
section: 
‘‘SEC. 6043A. TAXABLE MERGERS AND ACQUISI-

TIONS. 
‘‘(a) IN GENERAL.—The acquiring corpora-

tion in any taxable acquisition shall make a 
return (according to the forms or regulations 
prescribed by the Secretary) setting forth— 

‘‘(1) a description of the acquisition, 
‘‘(2) the name and address of each share-

holder of the acquired corporation who is re-
quired to recognize gain (if any) as a result 
of the acquisition, 

‘‘(3) the amount of money and the fair mar-
ket value of other property transferred to 
each such shareholder as part of such acqui-
sition, and 

‘‘(4) such other information as the Sec-
retary may prescribe. 
To the extent provided by the Secretary, the 
requirements of this section applicable to 
the acquiring corporation shall be applicable 
to the acquired corporation and not to the 
acquiring corporation. 

‘‘(b) NOMINEE REPORTING.—Any person who 
holds stock as a nominee for another person 
shall furnish in the manner prescribed by the 
Secretary to such other person the informa-
tion provided by the corporation under sub-
section (d). 

‘‘(c) TAXABLE ACQUISITION.—For purposes 
of this section, the term ‘taxable acquisition’ 
means any acquisition by a corporation of 
stock in or property of another corporation 
if any shareholder of the acquired corpora-
tion is required to recognize gain (if any) as 
a result of such acquisition. 

‘‘(d) STATEMENTS TO BE FURNISHED TO 
SHAREHOLDERS.—Every person required to 
make a return under subsection (a) shall fur-
nish to each shareholder whose name is re-
quired to be set forth in such return a writ-
ten statement showing— 

‘‘(1) the name, address, and phone number 
of the information contact of the person re-
quired to make such return, 

‘‘(2) the information required to be shown 
on such return with respect to such share-
holder, and 

‘‘(3) such other information as the Sec-
retary may prescribe. 
The written statement required under the 
preceding sentence shall be furnished to the 
shareholder on or before January 31 of the 
year following the calendar year during 
which the taxable acquisition occurred.’’. 

(b) ASSESSABLE PENALTIES.— 
(1) Subparagraph (B) of section 6724(d)(1) 

(relating to definitions) is amended by redes-
ignating clauses (ii) through (xvii) as clauses 
(iii) through (xviii), respectively, and by in-
serting after clause (i) the following new 
clause: 

‘‘(ii) section 6043A(a) (relating to returns 
relating to taxable mergers and acquisi-
tions),’’. 

(2) Paragraph (2) of section 6724(d) is 
amended by redesignating subparagraphs (F) 
through (AA) as subparagraphs (G) through 
(BB), respectively, and by inserting after 
subparagraph (E) the following new subpara-
graph: 

‘‘(F) subsections (b) and (d) of section 6043A 
(relating to returns relating to taxable merg-
ers and acquisitions).’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart B of part III of sub-
chapter A of chapter 61 is amended by insert-
ing after the item relating to section 6043 the 
following new item: 

‘‘Sec. 6043A. Returns relating to taxable 
mergers and acquisitions.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to acquisi-
tions after the date of the enactment of this 
Act. 

Subtitle E—International Tax 
SEC. 451. CLARIFICATION OF BANKING BUSINESS 

FOR PURPOSES OF DETERMINING 
INVESTMENT OF EARNINGS IN 
UNITED STATES PROPERTY. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 956(c)(2) is amended to read as follows: 

‘‘(A) obligations of the United States, 
money, or deposits with— 

‘‘(i) any bank (as defined by section 2(c) of 
the Bank Holding Company Act of 1956 (12 
U.S.C. 1841(c)), without regard to subpara-
graphs (C) and (G) of paragraph (2) of such 
section), or 

‘‘(ii) any corporation not described in 
clause (i) with respect to which a bank hold-
ing company (as defined by section 2(a) of 
such Act) or financial holding company (as 
defined by section 2(p) of such Act) owns di-
rectly or indirectly more than 80 percent by 
vote or value of the stock of such corpora-
tion;’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. 452. PROHIBITION ON NONRECOGNITION OF 

GAIN THROUGH COMPLETE LIQ-
UIDATION OF HOLDING COMPANY. 

(a) IN GENERAL.—Section 332 is amended by 
adding at the end the following new sub-
section: 

‘‘(d) RECOGNITION OF GAIN ON LIQUIDATION 
OF CERTAIN HOLDING COMPANIES.— 

‘‘(1) IN GENERAL.—In the case of any dis-
tribution to a foreign corporation in com-
plete liquidation of an applicable holding 
company— 

‘‘(A) subsection (a) and section 331 shall 
not apply to such distribution, and 

‘‘(B) such distribution shall be treated as a 
distribution to which section 301 applies. 

‘‘(2) APPLICABLE HOLDING COMPANY.—For 
purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘applicable 
holding company’ means any domestic cor-
poration— 

‘‘(i) which is a common parent of an affili-
ated group, 

‘‘(ii) stock of which is directly owned by 
the distributee foreign corporation, 

‘‘(iii) substantially all of the assets of 
which consist of stock in other members of 
such affiliated group, and 

‘‘(iv) which has not been in existence at all 
times during the 5 years immediately pre-
ceding the date of the liquidation. 

‘‘(B) AFFILIATED GROUP.—For purposes of 
this subsection, the term ‘affiliated group’ 
has the meaning given such term by section 
1504(a) (without regard to paragraphs (2) and 
(4) of section 1504(b)). 

‘‘(3) COORDINATION WITH SUBPART F.—If the 
distributee of a distribution described in 
paragraph (1) is a controlled foreign corpora-
tion (as defined in section 957), then notwith-
standing paragraph (1) or subsection (a), 
such distribution shall be treated as a dis-
tribution to which section 331 applies. 

‘‘(4) REGULATIONS.—The Secretary shall 
provide such regulations as appropriate to 
prevent the abuse of this subsection, includ-
ing regulations which provide, for the pur-
poses of clause (iv) of paragraph (2)(A), that 
a corporation is not in existence for any pe-
riod unless it is engaged in the active con-
duct of a trade or business or owns a signifi-
cant ownership interest in another corpora-
tion so engaged.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to distribu-
tions in complete liquidation occurring on or 
after the date of the enactment of this Act. 
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SEC. 453. PREVENTION OF MISMATCHING OF IN-

TEREST AND ORIGINAL ISSUE DIS-
COUNT DEDUCTIONS AND INCOME 
INCLUSIONS IN TRANSACTIONS 
WITH RELATED FOREIGN PERSONS. 

(a) ORIGINAL ISSUE DISCOUNT.—Section 
163(e)(3) (relating to special rule for original 
issue discount on obligation held by related 
foreign person) is amended by redesignating 
subparagraph (B) as subparagraph (C) and by 
inserting after subparagraph (A) the fol-
lowing new subparagraph: 

‘‘(B) SPECIAL RULE FOR CERTAIN FOREIGN 
ENTITIES.— 

‘‘(i) IN GENERAL.—In the case of any debt 
instrument having original issue discount 
which is held by a related foreign person 
which is a foreign personal holding company 
(as defined in section 552), a controlled for-
eign corporation (as defined in section 957), 
or a passive foreign investment company (as 
defined in section 1297), a deduction shall be 
allowable to the issuer with respect to such 
original issue discount for any taxable year 
before the taxable year in which paid only to 
the extent such original issue discount is in-
cluded during such prior taxable year in the 
gross income of a United States person who 
owns (within the meaning of section 958(a)) 
stock in such corporation. 

‘‘(ii) SECRETARIAL AUTHORITY.—The Sec-
retary may by regulation exempt trans-
actions from the application of clause (i), in-
cluding any transaction which is entered 
into by a payor in the ordinary course of a 
trade or business in which the payor is pre-
dominantly engaged.’’. 

(b) INTEREST AND OTHER DEDUCTIBLE 
AMOUNTS.—Section 267(a)(3) is amended— 

(1) by striking ‘‘The Secretary’’ and insert-
ing: 

‘‘(A) IN GENERAL.—The Secretary’’, and 
(2) by adding at the end the following new 

subparagraph: 
‘‘(B) SPECIAL RULE FOR CERTAIN FOREIGN 

ENTITIES.— 
‘‘(i) IN GENERAL.—Notwithstanding sub-

paragraph (A), in the case of any amount 
payable to a foreign personal holding com-
pany (as defined in section 552), a controlled 
foreign corporation (as defined in section 
957), or a passive foreign investment com-
pany (as defined in section 1297), a deduction 
shall be allowable to the payor with respect 
to such amount for any taxable year before 
the taxable year in which paid only to the 
extent such amount is included during such 
prior taxable year in the gross income of a 
United States person who owns (within the 
meaning of section 958(a)) stock in such cor-
poration. 

‘‘(ii) SECRETARIAL AUTHORITY.—The Sec-
retary may by regulation exempt trans-
actions from the application of clause (i), in-
cluding any transaction which is entered 
into by a payor in the ordinary course of a 
trade or business in which the payor is pre-
dominantly engaged and in which the pay-
ment of the accrued amounts occurs within 
81⁄2 months after accrual or within such other 
period as the Secretary may prescribe.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
accrued on or after the date of the enact-
ment of this Act. 
SEC. 454. EFFECTIVELY CONNECTED INCOME TO 

INCLUDE CERTAIN FOREIGN 
SOURCE INCOME. 

(a) IN GENERAL.—Section 864(c)(4)(B) (relat-
ing to treatment of income from sources 
without the United States as effectively con-
nected income) is amended by adding at the 
end the following new flush sentence: 

‘‘Any income or gain which is equivalent to 
any item of income or gain described in 
clause (i), (ii), or (iii) shall be treated in the 
same manner as such item for purposes of 
this subparagraph.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 455. RECAPTURE OF OVERALL FOREIGN 

LOSSES ON SALE OF CONTROLLED 
FOREIGN CORPORATION. 

(a) IN GENERAL.—Section 904(f)(3) (relating 
to dispositions) is amending by adding at the 
end the following new subparagraph: 

‘‘(D) APPLICATION TO DISPOSITIONS OF STOCK 
IN CONTROLLED FOREIGN CORPORATIONS.—In 
the case of any disposition by a taxpayer of 
any share of stock in a controlled foreign 
corporation (as defined in section 957), this 
paragraph shall apply to such disposition in 
the same manner as if it were a disposition 
of property described in subparagraph (A), 
except that the exception contained in sub-
paragraph (C)(i) shall not apply.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to disposi-
tions after the date of the enactment of this 
Act. 
SEC. 456. MINIMUM HOLDING PERIOD FOR FOR-

EIGN TAX CREDIT ON WITHHOLDING 
TAXES ON INCOME OTHER THAN 
DIVIDENDS. 

(a) IN GENERAL.—Section 901 is amended by 
redesignating subsection (l) as subsection 
(m) and by inserting after subsection (k) the 
following new subsection: 

‘‘(l) MINIMUM HOLDING PERIOD FOR WITH-
HOLDING TAXES ON GAIN AND INCOME OTHER 
THAN DIVIDENDS ETC.— 

‘‘(1) IN GENERAL.—In no event shall a credit 
be allowed under subsection (a) for any with-
holding tax (as defined in subsection (k)) on 
any item of income or gain with respect to 
any property if— 

‘‘(A) such property is held by the recipient 
of the item for 15 days or less during the 30- 
day period beginning on the date which is 15 
days before the date on which the right to 
receive payment of such item arises, or 

‘‘(B) to the extent that the recipient of the 
item is under an obligation (whether pursu-
ant to a short sale or otherwise) to make re-
lated payments with respect to positions in 
substantially similar or related property. 

This paragraph shall not apply to any divi-
dend to which subsection (k) applies. 

‘‘(2) EXCEPTION FOR TAXES PAID BY DEAL-
ERS.— 

‘‘(A) IN GENERAL.—Paragraph (1) shall not 
apply to any qualified tax with respect to 
any property held in the active conduct in a 
foreign country of a business as a dealer in 
such property. 

‘‘(B) QUALIFIED TAX.—For purposes of sub-
paragraph (A), the term ‘qualified tax’ means 
a tax paid to a foreign country (other than 
the foreign country referred to in subpara-
graph (A)) if— 

‘‘(i) the item to which such tax is attrib-
utable is subject to taxation on a net basis 
by the country referred to in subparagraph 
(A), and 

‘‘(ii) such country allows a credit against 
its net basis tax for the full amount of the 
tax paid to such other foreign country. 

‘‘(C) DEALER.—For purposes of subpara-
graph (A), the term ‘dealer’ means— 

‘‘(i) with respect to a security, any person 
to whom paragraphs (1) and (2) of subsection 
(k) would not apply by reason of paragraph 
(4) thereof if such security were stock, and 

‘‘(ii) with respect to any other property, 
any person with respect to whom such prop-
erty is described in section 1221(a)(1). 

‘‘(D) REGULATIONS.—The Secretary may 
prescribe such regulations as may be appro-
priate to carry out this paragraph, including 
regulations to prevent the abuse of the ex-
ception provided by this paragraph and to 
treat other taxes as qualified taxes. 

‘‘(3) EXCEPTIONS.—The Secretary may by 
regulation provide that paragraph (1) shall 

not apply to property where the Secretary 
determines that the application of paragraph 
(1) to such property is not necessary to carry 
out the purposes of this subsection. 

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (5), (6), and (7) 
of subsection (k) shall apply for purposes of 
this subsection. 

‘‘(5) DETERMINATION OF HOLDING PERIOD.— 
Holding periods shall be determined for pur-
poses of this subsection without regard to 
section 1235 or any similar rule.’’. 

(b) CONFORMING AMENDMENT.—The heading 
of subsection (k) of section 901 is amended by 
inserting ‘‘ON DIVIDENDS’’ after ‘‘TAXES’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or accrued more than 30 days after the 
date of the enactment of this Act. 

Subtitle F—Other Revenue Provisions 

PART I—FINANCIAL INSTRUMENTS 

SEC. 461. TREATMENT OF STRIPPED INTERESTS 
IN BOND AND PREFERRED STOCK 
FUNDS, ETC. 

(a) IN GENERAL.—Section 1286 (relating to 
tax treatment of stripped bonds) is amended 
by redesignating subsection (f) as subsection 
(g) and by inserting after subsection (e) the 
following new subsection: 

‘‘(f) TREATMENT OF STRIPPED INTERESTS IN 
BOND AND PREFERRED STOCK FUNDS, ETC.—In 
the case of an account or entity substan-
tially all of the assets of which consist of 
bonds, preferred stock, or a combination 
thereof, the Secretary may by regulations 
provide that rules similar to the rules of this 
section and 305(e), as appropriate, shall apply 
to interests in such account or entity to 
which (but for this subsection) this section 
or section 305(e), as the case may be, would 
not apply.’’. 

(b) CROSS REFERENCE.—Subsection (e) of 
section 305 is amended by adding at the end 
the following new paragraph: 

‘‘(7) CROSS REFERENCE.— 

‘‘For treatment of stripped interests in cer-
tain accounts or entities holding preferred 
stock, see section 1286(f).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to pur-
chases and dispositions after the date of the 
enactment of this Act. 
SEC. 462. APPLICATION OF EARNINGS STRIPPING 

RULES TO PARTNERSHIPS AND S 
CORPORATIONS. 

(a) IN GENERAL.—Section 168(j) (relating to 
limitation on deduction for interest on cer-
tain indebtedness) is amended by redesig-
nating paragraph (8) as paragraph (9) and by 
inserting after paragraph (7) the following 
new paragraph: 

‘‘(8) APPLICATION TO PARTNERSHIPS AND S 
CORPORATIONS.— 

‘‘(A) IN GENERAL.—This subsection shall 
apply to partnerships and S corporations in 
the same manner as it applies to C corpora-
tions. 

‘‘(B) ALLOCATIONS TO CERTAIN CORPORATE 
PARTNERS.—If a C corporation is a partner in 
a partnership— 

‘‘(i) the corporation’s allocable share of in-
debtedness and interest income of the part-
nership shall be taken into account in apply-
ing this subsection to the corporation, and 

‘‘(ii) if a deduction is not disallowed under 
this subsection with respect to any interest 
expense of the partnership, this subsection 
shall be applied separately in determining 
whether a deduction is allowable to the cor-
poration with respect to the corporation’s al-
locable share of such interest expense.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
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SEC. 463. RECOGNITION OF CANCELLATION OF 

INDEBTEDNESS INCOME REALIZED 
ON SATISFACTION OF DEBT WITH 
PARTNERSHIP INTEREST. 

(a) IN GENERAL.—Paragraph (8) of section 
108(e) (relating to general rules for discharge 
of indebtedness (including discharges not in 
title 11 cases or insolvency)) is amended to 
read as follows: 

‘‘(8) INDEBTEDNESS SATISFIED BY CORPORATE 
STOCK OR PARTNERSHIP INTEREST.—For pur-
poses of determining income of a debtor from 
discharge of indebtedness, if— 

‘‘(A) a debtor corporation transfers stock, 
or 

‘‘(B) a debtor partnership transfers a cap-
ital or profits interest in such partnership, 
to a creditor in satisfaction of its recourse or 
nonrecourse indebtedness, such corporation 
or partnership shall be treated as having sat-
isfied the indebtedness with an amount of 
money equal to the fair market value of the 
stock or interest. In the case of any partner-
ship, any discharge of indebtedness income 
recognized under this paragraph shall be in-
cluded in the distributive shares of taxpayers 
which were the partners in the partnership 
immediately before such discharge.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply with respect 
to cancellations of indebtedness occurring on 
or after the date of the enactment of this 
Act. 
SEC. 464. MODIFICATION OF STRADDLE RULES. 

(a) RULES RELATING TO IDENTIFIED STRAD-
DLES.— 

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 1092(a)(2) (relating to special rule for 
identified straddles) is amended to read as 
follows: 

‘‘(A) IN GENERAL.—In the case of any strad-
dle which is an identified straddle— 

‘‘(i) paragraph (1) shall not apply with re-
spect to identified positions comprising the 
identified straddle, 

‘‘(ii) if there is any loss with respect to any 
identified position of the identified straddle, 
the basis of each of the identified offsetting 
positions in the identified straddle shall be 
increased by an amount which bears the 
same ratio to the loss as the unrecognized 
gain with respect to such offsetting position 
bears to the aggregate unrecognized gain 
with respect to all such offsetting positions, 
and 

‘‘(iii) any loss described in clause (ii) shall 
not otherwise be taken into account for pur-
poses of this title.’’. 

(2) IDENTIFIED STRADDLE.—Section 
1092(a)(2)(B) (defining identified straddle) is 
amended— 

(A) by striking clause (ii) and inserting the 
following: 

‘‘(ii) to the extent provided by regulations, 
the value of each position of which (in the 
hands of the taxpayer immediately before 
the creation of the straddle) is not less than 
the basis of such position in the hands of the 
taxpayer at the time the straddle is created, 
and’’, and 

(B) by adding at the end the following new 
flush sentence: 

‘‘The Secretary shall prescribe regulations 
which specify the proper methods for clearly 
identifying a straddle as an identified strad-
dle (and the positions comprising such strad-
dle), which specify the rules for the applica-
tion of this section for a taxpayer which fails 
to properly identify the positions of an iden-
tified straddle, and which specify the order-
ing rules in cases where a taxpayer disposes 
of less than an entire position which is part 
of an identified straddle.’’. 

(3) UNRECOGNIZED GAIN.—Section 1092(a)(3) 
(defining unrecognized gain) is amended by 
redesignating subparagraph (B) as subpara-
graph (C) and by inserting after subpara-
graph (A) the following new subparagraph: 

‘‘(B) SPECIAL RULE FOR IDENTIFIED STRAD-
DLES.—For purposes of paragraph (2)(A)(ii), 
the unrecognized gain with respect to any 
identified offsetting position shall be the ex-
cess of the fair market value of the position 
at the time of the determination over the 
fair market value of the position at the time 
the taxpayer identified the position as a po-
sition in an identified straddle.’’. 

(4) CONFORMING AMENDMENT.—Section 
1092(c)(2) is amended by striking subpara-
graph (B) and by redesignating subparagraph 
(C) as subparagraph (B). 

(b) PHYSICALLY SETTLED POSITIONS.—Sec-
tion 1092(d) (relating to definitions and spe-
cial rules) is amended by adding at the end 
the following new paragraph: 

‘‘(8) SPECIAL RULES FOR PHYSICALLY SET-
TLED POSITIONS.—For purposes of subsection 
(a), if a taxpayer settles a position which is 
part of a straddle by delivering property to 
which the position relates (and such posi-
tion, if terminated, would result in a realiza-
tion of a loss), then such taxpayer shall be 
treated as if such taxpayer— 

‘‘(A) terminated the position for its fair 
market value immediately before the settle-
ment, and 

‘‘(B) sold the property so delivered by the 
taxpayer at its fair market value.’’. 

(c) REPEAL OF STOCK EXCEPTION.— 
(1) IN GENERAL.—Paragraph (3) of section 

1092(d) (relating to definitions and special 
rules) is amended to read as follows: 

‘‘(3) SPECIAL RULES FOR STOCK.—For pur-
poses of paragraph (1)— 

‘‘(A) IN GENERAL.—The term ‘personal 
property’ includes— 

‘‘(i) any stock which is a part of a straddle 
at least 1 of the offsetting positions of which 
is a position with respect to such stock or 
substantially similar or related property, or 

‘‘(ii) any stock of a corporation formed or 
availed of to take positions in personal prop-
erty which offset positions taken by any 
shareholder. 

‘‘(B) RULE FOR APPLICATION.—For purposes 
of determining whether subsection (e) ap-
plies to any transaction with respect to 
stock described in subparagraph (A)(ii), all 
includible corporations of an affiliated group 
(within the meaning of section 1504(a)) shall 
be treated as 1 taxpayer.’’. 

(2) CONFORMING AMENDMENT.—Section 
1258(d)(1) is amended by striking ‘‘; except 
that the term ‘personal property’ shall in-
clude stock’’. 

(d) REPEAL OF QUALIFIED COVERED CALL 
EXCEPTION.—Section 1092(c)(4) is amended by 
adding at the end the following new subpara-
graph: 

‘‘(I) TERMINATION.—This paragraph shall 
not apply to any position established on or 
after the date of the enactment of this sub-
paragraph.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to positions 
established on or after the date of the enact-
ment of this Act. 
SEC. 465. DENIAL OF INSTALLMENT SALE TREAT-

MENT FOR ALL READILY 
TRADEABLE DEBT. 

(a) IN GENERAL.—Section 453(f)(4)(B) (relat-
ing to purchaser evidences of indebtedness 
payable on demand or readily tradeable) is 
amended by striking ‘‘is issued by a corpora-
tion or a government or political subdivision 
thereof and’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to sales oc-
curring on or after the date of the enactment 
of this Act. 

PART II—CORPORATIONS AND 
PARTNERSHIPS 

SEC. 466. MODIFICATION OF TREATMENT OF 
TRANSFERS TO CREDITORS IN DIVI-
SIVE REORGANIZATIONS. 

(a) IN GENERAL.—Section 361(b)(3) (relating 
to treatment of transfers to creditors) is 

amended by adding at the end the following 
new sentence: ‘‘In the case of a reorganiza-
tion described in section 368(a)(1)(D) with re-
spect to which stock or securities of the cor-
poration to which the assets are transferred 
are distributed in a transaction which quali-
fies under section 355, this paragraph shall 
apply only to the extent that the sum of the 
money and the fair market value of other 
property transferred to such creditors does 
not exceed the adjusted bases of such assets 
transferred.’’. 

(b) LIABILITIES IN EXCESS OF BASIS.—Sec-
tion 357(c)(1)(B) is amended by inserting 
‘‘with respect to which stock or securities of 
the corporation to which the assets are 
transferred are distributed in a transaction 
which qualifies under section 355’’ after ‘‘sec-
tion 368(a)(1)(D)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to transfers 
of money or other property, or liabilities as-
sumed, in connection with a reorganization 
occurring on or after the date of the enact-
ment of this Act. 

SEC. 467. CLARIFICATION OF DEFINITION OF 
NONQUALIFIED PREFERRED STOCK. 

(a) IN GENERAL.—Section 351(g)(3)(A) is 
amended by adding at the end the following: 
‘‘Stock shall not be treated as participating 
in corporate growth to any significant ex-
tent unless there is a real and meaningful 
likelihood of the shareholder actually par-
ticipating in the earnings and growth of the 
corporation.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to trans-
actions after May 14, 2003. 

SEC. 468. MODIFICATION OF DEFINITION OF CON-
TROLLED GROUP OF CORPORA-
TIONS. 

(a) IN GENERAL.—Section 1563(a)(2) (relat-
ing to brother-sister controlled group) is 
amended by striking ‘‘possessing—’’ and all 
that follows through ‘‘(B)’’ and inserting 
‘‘possessing’’. 

(b) APPLICATION OF EXISTING RULES TO 
OTHER CODE PROVISIONS.—Section 1563(f) (re-
lating to other definitions and rules) is 
amended by adding at the end the following 
new paragraph: 

‘‘(5) BROTHER-SISTER CONTROLLED GROUP 
DEFINITION FOR PROVISIONS OTHER THAN THIS 
PART.— 

‘‘(A) IN GENERAL.—Except as specifically 
provided in an applicable provision, sub-
section (a)(2) shall be applied to an applica-
ble provision as if it read as follows: 

‘(2) BROTHER-SISTER CONTROLLED GROUP.— 
Two or more corporations if 5 or fewer per-
sons who are individuals, estates, or trusts 
own (within the meaning of subsection (d)(2) 
stock possessing— 

‘(A) at least 80 percent of the total com-
bined voting power of all classes of stock en-
titled to vote, or at least 80 percent of the 
total value of shares of all classes of stock, 
of each corporation, and 

‘(B) more than 50 percent of the total com-
bined voting power of all classes of stock en-
titled to vote or more than 50 percent of the 
total value of shares of all classes of stock of 
each corporation, taking into account the 
stock ownership of each such person only to 
the extent such stock ownership is identical 
with respect to each such corporation.’ 

‘‘(B) APPLICABLE PROVISION.—For purposes 
of this paragraph, an applicable provision is 
any provision of law (other than this part) 
which incorporates the definition of con-
trolled group of corporations under sub-
section (a).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
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SEC. 469. MANDATORY BASIS ADJUSTMENTS IN 

CONNECTION WITH PARTNERSHIP 
DISTRIBUTIONS AND TRANSFERS OF 
PARTNERSHIP INTERESTS. 

(a) IN GENERAL.—Section 754 is repealed. 
(b) ADJUSTMENT TO BASIS OF UNDISTRIB-

UTED PARTNERSHIP PROPERTY.—Section 734 is 
amended— 

(1) by striking ‘‘, with respect to which the 
election provided in section 754 is in effect,’’ 
in the matter preceding paragraph (1) of sub-
section (b), 

(2) by striking ‘‘(as adjusted by section 
732(d))’’ both places it appears in subsection 
(b), 

(3) by striking the last sentence of sub-
section (b), 

(4) by striking subsection (a) and by redes-
ignating subsections (b) and (c) as sub-
sections (a) and (b), respectively, and 

(5) by striking ‘‘OPTIONAL’’ in the head-
ing. 

(c) ADJUSTMENT TO BASIS OF PARTNERSHIP 
PROPERTY.—Section 743 is amended— 

(1) by striking ‘‘with respect to which the 
election provided in section 754 is in effect’’ 
in the matter preceding paragraph (1) of sub-
section (b), 

(2) by striking subsection (a) and by redes-
ignating subsections (b) and (c) as sub-
sections (a) and (b), respectively, 

(3) by adding at the end the following new 
subsection: 

‘‘(c) ELECTION TO ADJUST BASIS FOR TRANS-
FERS UPON DEATH OF PARTNER.—Subsection 
(a) shall not apply and no adjustments shall 
be made in the case of any transfer of an in-
terest in a partnership upon the death of a 
partner unless an election to do so is made 
by the partnership. Such an election shall 
apply with respect to all such transfers of in-
terests in the partnership. Any election 
under section 754 in effect on the date of the 
enactment of this subsection shall constitute 
an election made under this subsection. Such 
election may be revoked by the partnership, 
subject to such limitations as may be pro-
vided by regulations prescribed by the Sec-
retary.’’, and 

(4) by striking ‘‘OPTIONAL’’ in the head-
ing. 

(d) CONFORMING AMENDMENTS.— 
(1) Subsection (d) of section 732 is repealed. 
(2) Section 755(a) is amended— 
(A) by striking ‘‘section 734(b) (relating to 

the optional adjustment’’ and inserting ‘‘sec-
tion 734(a) (relating to the adjustment’’, and 

(B) by striking ‘‘section 743(b) (relating to 
the optional adjustment’’ and inserting ‘‘sec-
tion 743(a) (relating to the adjustment’’. 

(3) Section 755(c), as added by this Act, is 
amended by striking ‘‘section 734(b)’’ and in-
serting ‘‘section 734(a)’’. 

(4) Section 761(e)(2) is amended by striking 
‘‘optional’’. 

(5) Section 774(a) is amended by striking 
‘‘743(b)’’ both places it appears and inserting 
‘‘743(a)’’. 

(6) The item relating to section 734 in the 
table of sections for subpart B of part II of 
subchapter K of chapter 1 is amended by 
striking ‘‘Optional’’. 

(7) The item relating to section 743 in the 
table of sections for subpart C of part II of 
subchapter K of chapter 1 is amended by 
striking ‘‘Optional’’. 

(e) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to transfers and distribu-
tions made after the date of the enactment 
of this Act. 

(2) REPEAL OF SECTION 732(d).—The amend-
ments made by subsections (b)(2) and (d)(1) 
shall apply to— 

(A) except as provided in subparagraph (B), 
transfers made after the date of the enact-
ment of this Act, and 

(B) in the case of any transfer made on or 
before such date to which section 732(d) ap-
plies, distributions made after the date 
which is 2 years after such date of enact-
ment. 

PART III—DEPRECIATION AND 
AMORTIZATION 

SEC. 471. EXTENSION OF AMORTIZATION OF IN-
TANGIBLES TO SPORTS FRAN-
CHISES. 

(a) IN GENERAL.—Section 197(e) (relating to 
exceptions to definition of section 197 intan-
gible) is amended by striking paragraph (6) 
and by redesignating paragraphs (7) and (8) 
as paragraphs (6) and (7), respectively. 

(b) CONFORMING AMENDMENTS.— 
(1)(A) Section 1056 (relating to basis limi-

tation for player contracts transferred in 
connection with the sale of a franchise) is re-
pealed. 

(B) The table of sections for part IV of sub-
chapter O of chapter 1 is amended by strik-
ing the item relating to section 1056. 

(2) Section 1245(a) (relating to gain from 
disposition of certain depreciable property) 
is amended by striking paragraph (4). 

(3) Section 1253 (relating to transfers of 
franchises, trademarks, and trade names) is 
amended by striking subsection (e). 

(c) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to property acquired 
after the date of the enactment of this Act. 

(2) SECTION 1245.—The amendment made by 
subsection (b)(2) shall apply to franchises ac-
quired after the date of the enactment of 
this Act. 
SEC. 472. CLASS LIVES FOR UTILITY GRADING 

COSTS. 
(a) GAS UTILITY PROPERTY.—Section 

168(e)(3)(E) (defining 15-year property) is 
amended by striking ‘‘and’’ at the end of 
clause (ii), by striking the period at the end 
of clause (iii) and inserting ‘‘, and’’, and by 
adding at the end the following new clause: 

‘‘(iv) initial clearing and grading land im-
provements with respect to gas utility prop-
erty.’’. 

(b) ELECTRIC UTILITY PROPERTY.—Section 
168(e)(3) is amended by adding at the end the 
following new subparagraph: 

‘‘(F) 20-YEAR PROPERTY.—The term ‘20-year 
property’ means initial clearing and grading 
land improvements with respect to any elec-
tric utility transmission and distribution 
plant.’’. 

(c) CONFORMING AMENDMENTS.—The table 
contained in section 168(g)(3)(B) is amend-
ed— 

(1) by inserting ‘‘or (E)(iv)’’ after ‘‘(E)(iii)’’, 
and 

(2) by adding at the end the following new 
item: 

‘‘(F) ................................................. 25’’. 
(d) EFFECTIVE DATE.—The amendments 

made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 
SEC. 473. EXPANSION OF LIMITATION ON DEPRE-

CIATION OF CERTAIN PASSENGER 
AUTOMOBILES. 

(a) IN GENERAL.—Section 179(b) (relating to 
limitations) is amended by adding at the end 
the following new paragraph: 

‘‘(6) LIMITATION ON COST TAKEN INTO AC-
COUNT FOR CERTAIN PASSENGER VEHICLES.— 

‘‘(A) IN GENERAL.—The cost of any sport 
utility vehicle for any taxable year which 
may be taken into account under this sec-
tion shall not exceed $25,000. 

‘‘(B) SPORT UTILITY VEHICLE.—For purposes 
of subparagraph (A)— 

‘‘(i) IN GENERAL.—The term ‘sport utility 
vehicle’ means any 4-wheeled vehicle 
which— 

‘‘(I) is manufactured primarily for use on 
public streets, roads, and highways, 

‘‘(II) is not subject to section 280F, and 
‘‘(III) is rated at not more than 14,000 

pounds gross vehicle weight. 
‘‘(ii) CERTAIN VEHICLES EXCLUDED.—Such 

term does not include any vehicle which— 
‘‘(I) does not have the primary load car-

rying device or container attached, 
‘‘(II) has a seating capacity of more than 12 

individuals, 
‘‘(III) is designed for more than 9 individ-

uals in seating rearward of the driver’s seat, 
‘‘(IV) is equipped with an open cargo area, 

or a covered box not readily accessible from 
the passenger compartment, of at least 72.0 
inches in interior length, or 

‘‘(V) has an integral enclosure, fully en-
closing the driver compartment and load 
carrying device, does not have seating rear-
ward of the driver’s seat, and has no body 
section protruding more than 30 inches 
ahead of the leading edge of the wind-
shield.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 

SEC. 474. CONSISTENT AMORTIZATION OF PERI-
ODS FOR INTANGIBLES. 

(a) START-UP EXPENDITURES.— 
(1) ALLOWANCE OF DEDUCTION.—Paragraph 

(1) of section 195(b) (relating to start-up ex-
penditures) is amended to read as follows: 

‘‘(1) ALLOWANCE OF DEDUCTION.—If a tax-
payer elects the application of this sub-
section with respect to any start-up expendi-
tures— 

‘‘(A) the taxpayer shall be allowed a deduc-
tion for the taxable year in which the active 
trade or business begins in an amount equal 
to the lesser of— 

‘‘(i) the amount of start-up expenditures 
with respect to the active trade or business, 
or 

‘‘(ii) $5,000, reduced (but not below zero) by 
the amount by which such start-up expendi-
tures exceed $50,000, and 

‘‘(B) the remainder of such start-up ex-
penditures shall be allowed as a deduction 
ratably over the 180-month period beginning 
with the month in which the active trade or 
business begins.’’. 

(2) CONFORMING AMENDMENT.—Subsection 
(b) of section 195 is amended by striking 
‘‘AMORTIZE’’ and inserting ‘‘DEDUCT’’ in the 
heading. 

(b) ORGANIZATIONAL EXPENDITURES.—Sub-
section (a) of section 248 (relating to organi-
zational expenditures) is amended to read as 
follows: 

‘‘(a) ELECTION TO DEDUCT.—If a corporation 
elects the application of this subsection (in 
accordance with regulations prescribed by 
the Secretary) with respect to any organiza-
tional expenditures— 

‘‘(1) the corporation shall be allowed a de-
duction for the taxable year in which the 
corporation begins business in an amount 
equal to the lesser of— 

‘‘(A) the amount of organizational expendi-
tures with respect to the taxpayer, or 

‘‘(B) $5,000, reduced (but not below zero) by 
the amount by which such organizational ex-
penditures exceed $50,000, and 

‘‘(2) the remainder of such organizational 
expenditures shall be allowed as a deduction 
ratably over the 180-month period beginning 
with the month in which the corporation be-
gins business.’’. 

(c) TREATMENT OF ORGANIZATIONAL AND 
SYNDICATION FEES OR PARTNERSHIPS.— 

(1) IN GENERAL.—Section 709(b) (relating to 
amortization of organization fees) is amend-
ed by redesignating paragraph (2) as para-
graph (3) and by amending paragraph (1) to 
read as follows: 
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‘‘(1) ALLOWANCE OF DEDUCTION.—If a tax-

payer elects the application of this sub-
section (in accordance with regulations pre-
scribed by the Secretary) with respect to any 
organizational expenses— 

‘‘(A) the taxpayer shall be allowed a deduc-
tion for the taxable year in which the part-
nership begins business in an amount equal 
to the lesser of— 

‘‘(i) the amount of organizational expenses 
with respect to the partnership, or 

‘‘(ii) $5,000, reduced (but not below zero) by 
the amount by which such organizational ex-
penses exceed $50,000, and 

‘‘(B) the remainder of such organizational 
expenses shall be allowed as a deduction rat-
ably over the 180-month period beginning 
with the month in which the partnership be-
gins business. 

‘‘(2) DISPOSITIONS BEFORE CLOSE OF AMORTI-
ZATION PERIOD.—In any case in which a part-
nership is liquidated before the end of the pe-
riod to which paragraph (1)(B) applies, any 
deferred expenses attributable to the part-
nership which were not allowed as a deduc-
tion by reason of this section may be de-
ducted to the extent allowable under section 
165.’’. 

(2) CONFORMING AMENDMENT.—Subsection 
(b) of section 709 is amended by striking 
‘‘AMORTIZATION’’ and inserting ‘‘DEDUCTION’’ 
in the heading. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or incurred after the date of the enact-
ment of this Act. 
SEC. 475. REFORM OF TAX TREATMENT OF LEAS-

ING OPERATIONS. 

(a) CLARIFICATION OF RECOVERY PERIOD FOR 
TAX-EXEMPT USE PROPERTY SUBJECT TO 
LEASE.—Subparagraph (A) of section 168(g)(3) 
(relating to special rules for determining 
class life) is amended by inserting ‘‘(notwith-
standing any other subparagraph of this 
paragraph)’’ after ‘‘shall’’. 

(b) LIMITATION ON DEPRECIATION PERIOD 
FOR SOFTWARE LEASED TO TAX-EXEMPT ENTI-
TY.—Paragraph (1) of section 167(f) is amend-
ed by adding at the end the following new 
subparagraph: 

‘‘(C) TAX-EXEMPT USE PROPERTY SUBJECT TO 
LEASE.—In the case of computer software 
which would be tax-exempt use property as 
defined in subsection (h) of section 168 if 
such section applied to computer software, 
the useful life under subparagraph (A) shall 
not be less than 125 percent of the lease term 
(within the meaning of section 168(i)(3)).’’ 

(c) LEASE TERM TO INCLUDE RELATED SERV-
ICE CONTRACTS.—Subparagraph (A) of section 
168(i)(3) (relating to lease term) is amended 
by striking ‘‘and’’ at the end of clause (i), by 
redesignating clause (ii) as clause (iii), and 
by inserting after clause (i) the following 
new clause: 

‘‘(ii) the term of a lease shall include the 
term of any service contract or similar ar-
rangement (whether or not treated as a lease 
under section 7701(e))— 

‘‘(I) which is part of the same transaction 
(or series of related transactions) which in-
cludes the lease, and 

‘‘(II) which is with respect to the property 
subject to the lease or substantially similar 
property, and’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to leases en-
tered into after December 31, 2003. 
SEC. 476. LIMITATION ON DEDUCTIONS ALLO-

CABLE TO PROPERTY USED BY GOV-
ERNMENTS OR OTHER TAX-EXEMPT 
ENTITIES. 

(a) IN GENERAL.—Subpart C of part II of 
subchapter E of chapter 1 (relating to tax-
able year for which deductions taken) is 
amended by adding at the end the following 
new section: 

‘‘SEC. 470. LIMITATIONS ON LOSSES FROM TAX- 
EXEMPT USE PROPERTY. 

‘‘(a) LIMITATION ON LOSSES.—Except as oth-
erwise provided in this section, a tax-exempt 
use loss for any taxable year shall not be al-
lowed. 

‘‘(b) DISALLOWED LOSS CARRIED TO NEXT 
YEAR.—Any tax-exempt use loss with respect 
to any tax-exempt use property which is dis-
allowed under subsection (a) for any taxable 
year shall be treated as a deduction with re-
spect to such property in the next taxable 
year. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) TAX-EXEMPT USE LOSS.—The term ‘tax- 
exempt use loss’ means, with respect to any 
taxable year, the amount (if any) by which— 

‘‘(A) the sum of— 
‘‘(i) the aggregate deductions (other than 

interest) directly allocable to a tax-exempt 
use property, plus 

‘‘(ii) the aggregate deductions for interest 
properly allocable to such property, exceed 

‘‘(B) the aggregate income from such prop-
erty. 

‘‘(2) TAX-EXEMPT USE PROPERTY.—The term 
‘tax-exempt use property’ has the meaning 
given to such term by section 168(h) (without 
regard to paragraph (1)(C) or (3)(C) thereof 
and determined as if property described in 
section 167(f)(1)(B) were tangible property). 

‘‘(d) EXCEPTION FOR CERTAIN LEASES.—This 
section shall not apply to any lease of prop-
erty which meets the requirements of all of 
the following paragraphs: 

‘‘(1) PROPERTY NOT FINANCED WITH TAX-EX-
EMPT BONDS.—A lease of property meets the 
requirements of this paragraph if no part of 
the property was financed (directly or indi-
rectly) from the proceeds of an obligation 
the interest on which is exempt from tax 
under section 103(a) and which (or any re-
funding bond of which) is outstanding when 
the lease is entered into. The Secretary may 
by regulations provide for a de minimis ex-
ception from this paragraph. 

‘‘(2) AVAILABILITY OF FUNDS.— 
‘‘(A) IN GENERAL.—A lease of property 

meets the requirements of this paragraph if 
(at any time during the lease term) not more 
than an allowable amount of funds are— 

‘‘(i) subject to any arrangement referred to 
in subparagraph (B), or 

‘‘(ii) otherwise reasonably expected to re-
main available, 

to or for the benefit of the lessor or any lend-
er, or to or for the benefit of the lessee to 
satisfy the lessee’s obligations or options 
under the lease. 

‘‘(B) ARRANGEMENTS.—The arrangements 
referred to in this subparagraph are— 

‘‘(i) a defeasance arrangement, a loan by 
the lessee to the lessor or any lender, a de-
posit arrangement, a letter of credit 
collateralized with cash or cash equivalents, 
a payment undertaking agreement, a lease 
prepayment, a sinking fund arrangement, or 
any similar arrangement (whether or not 
such arrangement provides credit support), 
and 

‘‘(ii) any other arrangement identified by 
the Secretary in regulations. 

‘‘(C) ALLOWABLE AMOUNT.— 
‘‘(i) IN GENERAL.—Except as otherwise pro-

vided in this subparagraph, the term ‘allow-
able amount’ means an amount equal to 20 
percent of the lessor’s adjusted basis in the 
property at the time the lease is entered 
into. 

‘‘(ii) HIGHER AMOUNT PERMITTED IN CERTAIN 
CASES.—To the extent provided in regula-
tions, a higher percentage shall be permitted 
under clause (i) where necessary because of 
the credit-worthiness of the lessee. In no 
event may such regulations permit a per-
centage of more than 50 percent. 

‘‘(iii) OPTION TO PURCHASE.—If under the 
lease the lessee has the option to purchase 
the property for other than the fair market 
value of the property (determined at the 
time of exercise), the allowable amount at 
the time such option may be exercised may 
not exceed 50 percent of the price at which 
such option may be exercised. 

‘‘(3) LESSOR MUST MAKE SUBSTANTIAL EQ-
UITY INVESTMENT.—A lease of property meets 
the requirements of this paragraph if— 

‘‘(A) the lessor— 
‘‘(i) has at the time the lease is entered 

into an unconditional at-risk equity invest-
ment (as determined by the Secretary) in the 
property of at least 20 percent of the lessor’s 
adjusted basis in the property as of that 
time, and 

‘‘(ii) maintains such investment through-
out the term of the lease, and 

‘‘(B) the fair market value of the property 
at the end of the lease term is reasonably ex-
pected to be equal to at least 20 percent of 
such basis. 

‘‘(4) LESSEE MAY NOT BEAR MORE THAN MINI-
MAL RISK OF LOSS.— 

‘‘(A) IN GENERAL.—A lease of property 
meets the requirements of this paragraph if 
there is no arrangement under which more 
than a minimal risk of loss (as determined 
under regulations) in the value of the prop-
erty is borne by the lessee. 

‘‘(B) CERTAIN ARRANGEMENTS FAIL REQUIRE-
MENT.—In no event will the requirements of 
this paragraph be met if there is any ar-
rangement under which the lessee bears— 

‘‘(i) any portion of the loss that would 
occur if the fair market value of the leased 
property at the time the lease is terminated 
were 25 percent less than its projected fair 
market value at the end of the lease term, or 

‘‘(ii) more than 50 percent of the loss that 
would occur if the fair market value of the 
leased property at the time the lease is ter-
minated were zero. 

‘‘(5) REGULATORY REQUIREMENTS.—A lease 
of property meets the requirements of this 
paragraph if such lease of property meets 
such requirements as the Secretary may pre-
scribe by regulations. 

‘‘(e) SPECIAL RULES.— 
‘‘(1) TREATMENT OF FORMER TAX-EXEMPT 

USE PROPERTY.— 
‘‘(A) IN GENERAL.—In the case of any 

former tax-exempt use property— 
‘‘(i) any deduction allowable under sub-

section (b) with respect to such property for 
any taxable year shall be allowed only to the 
extent of any net income (without regard to 
such deduction) from such property for such 
taxable year, and 

‘‘(ii) any portion of such unused deduction 
remaining after application of clause (i) 
shall be treated as allowable under sub-
section (b) with respect to such property in 
the next taxable year. 

‘‘(B) FORMER TAX-EXEMPT USE PROPERTY.— 
For purposes of this subsection, the term 
‘former tax-exempt use property’ means any 
property which— 

‘‘(i) is not tax-exempt use property for the 
taxable year, but 

‘‘(ii) was tax-exempt use property for any 
prior taxable year. 

‘‘(2) DISPOSITION OF ENTIRE INTEREST IN 
PROPERTY.—If during the taxable year a tax-
payer disposes of the taxpayer’s entire inter-
est in tax-exempt use property (or former 
tax-exempt use property), rules similar to 
the rules of section 469(g) shall apply for pur-
poses of this section. 

‘‘(3) COORDINATION WITH SECTION 469.—This 
section shall be applied before the applica-
tion of section 469. 

‘‘(f) OTHER DEFINITIONS.—For purposes of 
this section— 

‘‘(1) RELATED PARTIES.—The terms ‘lessor’, 
‘lessee’, and ‘lender’ include any related 
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party (within the meaning of section 
197(f)(9)(C)(i)). 

‘‘(2) LEASE TERM.—The term ‘lease term’ 
has the meaning given to such term by sec-
tion 168(i)(3). 

‘‘(3) LENDER.—The term ‘lender’ means, 
with respect to any lease, a person that 
makes a loan to the lessor which is secured 
(or economically similar to being secured) by 
the lease or the leased property. 

‘‘(4) LOAN.—The term ‘loan’ includes any 
similar arrangement. 

‘‘(g) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the provi-
sions of this section, including regulation 
which— 

‘‘(1) allow in appropriate cases the aggrega-
tion of property subject to the same lease, 
and 

‘‘(2) provide for the determination of the 
allocation of interest expense for purposes of 
this section.’’ 

(b) CONFORMING AMENDMENT.—The table of 
sections for subpart C of part II of sub-
chapter E of chapter 1 is amended by adding 
at the end the following new item: 
‘‘Sec. 470. Limitations on losses from tax-ex-

empt use property.’’ 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to leases en-
tered into after December 31, 2003. 
PART IV—ADMINISTRATIVE PROVISIONS 

SEC. 481. CLARIFICATION OF RULES FOR PAY-
MENT OF ESTIMATED TAX FOR CER-
TAIN DEEMED ASSET SALES. 

(a) IN GENERAL.—Paragraph (13) of section 
338(h) (relating to tax on deemed sale not 
taken into account for estimated tax pur-
poses) is amended by adding at the end the 
following: ‘‘The preceding sentence shall not 
apply with respect to a qualified stock pur-
chase for which an election is made under 
paragraph (10).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to trans-
actions occurring after the date of the enact-
ment of this Act. 
SEC. 482. EXTENSION OF IRS USER FEES. 

(a) IN GENERAL.—Section 7528(c) (relating 
to termination) is amended by striking ‘‘De-
cember 31, 2004’’ and inserting ‘‘September 
30, 2013’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to requests 
after the date of the enactment of this Act. 
SEC. 483. DOUBLING OF CERTAIN PENALTIES, 

FINES, AND INTEREST ON UNDER-
PAYMENTS RELATED TO CERTAIN 
OFFSHORE FINANCIAL ARRANGE-
MENT. 

(a) GENERAL RULE.—If— 
(1) a taxpayer eligible to participate in— 
(A) the Department of the Treasury’s Off-

shore Voluntary Compliance Initiative, or 
(B) the Department of the Treasury’s vol-

untary disclosure initiative which applies to 
the taxpayer by reason of the taxpayer’s 
underreporting of United States income tax 
liability through financial arrangements 
which rely on the use of offshore arrange-
ments which were the subject of the initia-
tive described in subparagraph (A), and 

(2) any interest or applicable penalty is im-
posed with respect to any arrangement to 
which any initiative described in paragraph 
(1) applied or to any underpayment of Fed-
eral income tax attributable to items arising 
in connection with any arrangement de-
scribed in paragraph (1), 
then, notwithstanding any other provision of 
law, the amount of such interest or penalty 
shall be equal to twice that determined with-
out regard to this section. 

(b) DEFINITIONS AND RULES.—For purposes 
of this section— 

(1) APPLICABLE PENALTY.—The term ‘‘appli-
cable penalty’’ means any penalty, addition 

to tax, or fine imposed under chapter 68 of 
the Internal Revenue Code of 1986. 

(2) VOLUNTARY OFFSHORE COMPLIANCE INI-
TIATIVE.—The term ‘‘Voluntary Offshore 
Compliance Initiative’’ means the program 
established by the Department of the Treas-
ury in January of 2003 under which any tax-
payer was eligible to voluntarily disclose 
previously undisclosed income on assets 
placed in offshore accounts and accessed 
through credit card and other financial ar-
rangements. 

(3) PARTICIPATION.—A taxpayer shall be 
treated as having participated in the Vol-
untary Offshore Compliance Initiative if the 
taxpayer submitted the request in a timely 
manner and all information requested by the 
Secretary of the Treasury or his delegate 
within a reasonable period of time following 
the request. 

(c) EFFECTIVE DATE.—The provisions of 
this section shall apply to interest, pen-
alties, additions to tax, and fines with re-
spect to any taxable year if as of the date of 
the enactment of this Act, the assessment of 
any tax, penalty, or interest with respect to 
such taxable year is not prevented by the op-
eration of any law or rule of law. 
SEC. 484. PARTIAL PAYMENT OF TAX LIABILITY 

IN INSTALLMENT AGREEMENTS. 
(a) IN GENERAL.— 
(1) Section 6159(a) (relating to authoriza-

tion of agreements) is amended— 
(A) by striking ‘‘satisfy liability for pay-

ment of’’ and inserting ‘‘make payment on’’, 
and 

(B) by inserting ‘‘full or partial’’ after ‘‘fa-
cilitate’’. 

(2) Section 6159(c) (relating to Secretary 
required to enter into installment agree-
ments in certain cases) is amended in the 
matter preceding paragraph (1) by inserting 
‘‘full’’ before ‘‘payment’’. 

(b) REQUIREMENT TO REVIEW PARTIAL PAY-
MENT AGREEMENTS EVERY TWO YEARS.—Sec-
tion 6159, as amended by this Act, is amend-
ed by redesignating subsections (d), (e), and 
(f) as subsections (e), (f), and (g), respec-
tively, and inserting after subsection (c) the 
following new subsection: 

‘‘(d) SECRETARY REQUIRED TO REVIEW IN-
STALLMENT AGREEMENTS FOR PARTIAL COL-
LECTION EVERY TWO YEARS.—In the case of 
an agreement entered into by the Secretary 
under subsection (a) for partial collection of 
a tax liability, the Secretary shall review 
the agreement at least once every 2 years.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to agree-
ments entered into on or after the date of 
the enactment of this Act. 
SEC. 485. EXTENSION OF CUSTOMS USER FEES. 

Section 13031(j)(3) of the Consolidated Om-
nibus Budget Reconciliation Act of 1985 (19 
U.S.C. 58c(j)(3)) is amended by striking 
‘‘March 31, 2004’’ and inserting ‘‘September 
30, 2013’’. 
SEC. 486. DEPOSITS MADE TO SUSPEND RUNNING 

OF INTEREST ON POTENTIAL UN-
DERPAYMENTS. 

(a) IN GENERAL.—Subchapter A of chapter 
67 (relating to interest on underpayments) is 
amended by adding at the end the following 
new section: 
‘‘SEC. 6603. DEPOSITS MADE TO SUSPEND RUN-

NING OF INTEREST ON POTENTIAL 
UNDERPAYMENTS, ETC. 

‘‘(a) AUTHORITY TO MAKE DEPOSITS OTHER 
THAN AS PAYMENT OF TAX.—A taxpayer may 
make a cash deposit with the Secretary 
which may be used by the Secretary to pay 
any tax imposed under subtitle A or B or 
chapter 41, 42, 43, or 44 which has not been 
assessed at the time of the deposit. Such a 
deposit shall be made in such manner as the 
Secretary shall prescribe. 

‘‘(b) NO INTEREST IMPOSED.—To the extent 
that such deposit is used by the Secretary to 

pay tax, for purposes of section 6601 (relating 
to interest on underpayments), the tax shall 
be treated as paid when the deposit is made. 

‘‘(c) RETURN OF DEPOSIT.—Except in a case 
where the Secretary determines that collec-
tion of tax is in jeopardy, the Secretary shall 
return to the taxpayer any amount of the de-
posit (to the extent not used for a payment 
of tax) which the taxpayer requests in writ-
ing. 

‘‘(d) PAYMENT OF INTEREST.— 
‘‘(1) IN GENERAL.—For purposes of section 

6611 (relating to interest on overpayments), a 
deposit which is returned to a taxpayer shall 
be treated as a payment of tax for any period 
to the extent (and only to the extent) attrib-
utable to a disputable tax for such period. 
Under regulations prescribed by the Sec-
retary, rules similar to the rules of section 
6611(b)(2) shall apply. 

‘‘(2) DISPUTABLE TAX.— 
‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the term ‘disputable tax’ means the 
amount of tax specified at the time of the de-
posit as the taxpayer’s reasonable estimate 
of the maximum amount of any tax attrib-
utable to disputable items. 

‘‘(B) SAFE HARBOR BASED ON 30-DAY LET-
TER.—In the case of a taxpayer who has been 
issued a 30-day letter, the maximum amount 
of tax under subparagraph (A) shall not be 
less than the amount of the proposed defi-
ciency specified in such letter. 

‘‘(3) OTHER DEFINITIONS.—For purposes of 
paragraph (2)— 

‘‘(A) DISPUTABLE ITEM.—The term ‘disput-
able item’ means any item of income, gain, 
loss, deduction, or credit if the taxpayer— 

‘‘(i) has a reasonable basis for its treat-
ment of such item, and 

‘‘(ii) reasonably believes that the Sec-
retary also has a reasonable basis for dis-
allowing the taxpayer’s treatment of such 
item. 

‘‘(B) 30-DAY LETTER.—The term ‘30-day let-
ter’ means the first letter of proposed defi-
ciency which allows the taxpayer an oppor-
tunity for administrative review in the In-
ternal Revenue Service Office of Appeals. 

‘‘(4) RATE OF INTEREST.—The rate of inter-
est allowable under this subsection shall be 
the Federal short-term rate determined 
under section 6621(b), compounded daily. 

‘‘(e) USE OF DEPOSITS.— 
‘‘(1) PAYMENT OF TAX.—Except as otherwise 

provided by the taxpayer, deposits shall be 
treated as used for the payment of tax in the 
order deposited. 

‘‘(2) RETURNS OF DEPOSITS.—Deposits shall 
be treated as returned to the taxpayer on a 
last-in, first-out basis.’’. 

(b) CLERICAL AMENDMENT.—The table of 
sections for subchapter A of chapter 67 is 
amended by adding at the end the following 
new item: 

‘‘Sec. 6603. Deposits made to suspend running 
of interest on potential under-
payments, etc.’’. 

(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to deposits made 
after the date of the enactment of this Act. 

(2) COORDINATION WITH DEPOSITS MADE 
UNDER REVENUE PROCEDURE 84–58.—In the case 
of an amount held by the Secretary of the 
Treasury or his delegate on the date of the 
enactment of this Act as a deposit in the na-
ture of a cash bond deposit pursuant to Rev-
enue Procedure 84–58, the date that the tax-
payer identifies such amount as a deposit 
made pursuant to section 6603 of the Internal 
Revenue Code (as added by this Act) shall be 
treated as the date such amount is deposited 
for purposes of such section 6603. 
SEC. 487. QUALIFIED TAX COLLECTION CON-

TRACTS. 
(a) CONTRACT REQUIREMENTS.— 
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(1) IN GENERAL.—Subchapter A of chapter 

64 (relating to collection) is amended by add-
ing at the end the following new section: 
‘‘SEC. 6306. QUALIFIED TAX COLLECTION CON-

TRACTS. 
‘‘(a) IN GENERAL.—Nothing in any provi-

sion of law shall be construed to prevent the 
Secretary from entering into a qualified tax 
collection contract. 

‘‘(b) QUALIFIED TAX COLLECTION CON-
TRACT.—For purposes of this section, the 
term ‘qualified tax collection contract’ 
means any contract which— 

‘‘(1) is for the services of any person (other 
than an officer or employee of the Treasury 
Department)— 

‘‘(A) to locate and contact any taxpayer 
specified by the Secretary, 

‘‘(B) to request full payment from such 
taxpayer of an amount of Federal tax speci-
fied by the Secretary and, if such request 
cannot be met by the taxpayer, to offer the 
taxpayer an installment agreement pro-
viding for full payment of such amount dur-
ing a period not to exceed 3 years, and 

‘‘(C) to obtain financial information speci-
fied by the Secretary with respect to such 
taxpayer, 

‘‘(2) prohibits each person providing such 
services under such contract from commit-
ting any act or omission which employees of 
the Internal Revenue Service are prohibited 
from committing in the performance of simi-
lar services, 

‘‘(3) prohibits subcontractors from— 
‘‘(A) having contacts with taxpayers, 
‘‘(B) providing quality assurance services, 

and 
‘‘(C) composing debt collection notices, 

and 
‘‘(4) permits subcontractors to perform 

other services only with the approval of the 
Secretary. 

‘‘(c) FEES.—The Secretary may retain and 
use an amount not in excess of 25 percent of 
the amount collected under any qualified tax 
collection contract for the costs of services 
performed under such contract. The Sec-
retary shall keep adequate records regarding 
amounts so retained and used. The amount 
credited as paid by any taxpayer shall be de-
termined without regard to this subsection. 

‘‘(d) NO FEDERAL LIABILITY.—The United 
States shall not be liable for any act or 
omission of any person performing services 
under a qualified tax collection contract. 

‘‘(e) APPLICATION OF FAIR DEBT COLLECTION 
PRACTICES ACT.—The provisions of the Fair 
Debt Collection Practices Act (15 U.S.C. 1692 
et seq.) shall apply to any qualified tax col-
lection contract, except to the extent super-
seded by section 6304, section 7602(c), or by 
any other provision of this title. 

‘‘(f) CROSS REFERENCES.— 
‘‘(1) For damages for certain unauthorized 

collection actions by persons performing 
services under a qualified tax collection con-
tract, see section 7433A. 

‘‘(2) For application of Taxpayer Assist-
ance Orders to persons performing services 
under a qualified tax collection contract, see 
section 7811(a)(4).’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Section 7809(a) is amended by inserting 

‘‘6306,’’ before ‘‘7651’’. 
(B) The table of sections for subchapter A 

of chapter 64 is amended by adding at the 
end the following new item: 

‘‘Sec. 6306. Qualified Tax Collection Con-
tracts.’’. 

(b) CIVIL DAMAGES FOR CERTAIN UNAUTHOR-
IZED COLLECTION ACTIONS BY PERSONS PER-
FORMING SERVICES UNDER QUALIFIED TAX 
COLLECTION CONTRACTS.— 

(1) IN GENERAL.—Subchapter B of chapter 
76 (relating to proceedings by taxpayers and 
third parties) is amended by inserting after 
section 7433 the following new section: 

‘‘SEC. 7433A. CIVIL DAMAGES FOR CERTAIN UN-
AUTHORIZED COLLECTION ACTIONS 
BY PERSONS PERFORMING SERV-
ICES UNDER QUALIFIED TAX COL-
LECTION CONTRACTS. 

‘‘(a) IN GENERAL.—Subject to the modifica-
tions provided by subsection (b), section 7433 
shall apply to the acts and omissions of any 
person performing services under a qualified 
tax collection contract (as defined in section 
6306(b)) to the same extent and in the same 
manner as if such person were an employee 
of the Internal Revenue Service. 

‘‘(b) MODIFICATIONS.—For purposes of sub-
section (a)— 

‘‘(1) Any civil action brought under section 
7433 by reason of this section shall be 
brought against the person who entered into 
the qualified tax collection contract with 
the Secretary and shall not be brought 
against the United States. 

‘‘(2) Such person and not the United States 
shall be liable for any damages and costs de-
termined in such civil action. 

‘‘(3) Such civil action shall not be an exclu-
sive remedy with respect to such person. 

‘‘(4) Subsections (c), (d)(1), and (e) of sec-
tion 7433 shall not apply.’’. 

(2) CLERICAL AMENDMENT.—The table of 
sections for subchapter B of chapter 76 is 
amended by inserting after the item relating 
to section 7433 the following new item: 

‘‘Sec. 7433A. Civil damages for certain unau-
thorized collection actions by 
persons performing services 
under a qualified tax collection 
contract.’’. 

(c) APPLICATION OF TAXPAYER ASSISTANCE 
ORDERS TO PERSONS PERFORMING SERVICES 
UNDER A QUALIFIED TAX COLLECTION CON-
TRACT.—Section 7811 (relating to taxpayer 
assistance orders) is amended by adding at 
the end the following new subsection: 

‘‘(g) APPLICATION TO PERSONS PERFORMING 
SERVICES UNDER A QUALIFIED TAX COLLEC-
TION CONTRACT.—Any order issued or action 
taken by the National Taxpayer Advocate 
pursuant to this section shall apply to per-
sons performing services under a qualified 
tax collection contract (as defined in section 
6306(b)) to the same extent and in the same 
manner as such order or action applies to the 
Secretary.’’. 

(d) INELIGIBILITY OF INDIVIDUALS WHO COM-
MIT MISCONDUCT TO PERFORM UNDER CON-
TRACT.—Section 1203 of the Internal Revenue 
Service Restructuring Act of 1998 (relating 
to termination of employment for mis-
conduct) is amended by adding at the end the 
following new subsection: 

‘‘(e) INDIVIDUALS PERFORMING SERVICES 
UNDER A QUALIFIED TAX COLLECTION CON-
TRACT.—An individual shall cease to be per-
mitted to perform any services under any 
qualified tax collection contract (as defined 
in section 6306(b) of the Internal Revenue 
Code of 1986) if there is a final determination 
by the Secretary of the Treasury under such 
contract that such individual committed any 
act or omission described under subsection 
(b) in connection with the performance of 
such services.’’. 

(e) EFFECTIVE DATE.—The amendments 
made to this section shall take effect on the 
date of the enactment of this Act. 

PART V—MISCELLANEOUS PROVISIONS 
SEC. 491. ADDITION OF VACCINES AGAINST HEPA-

TITIS A TO LIST OF TAXABLE VAC-
CINES. 

(a) IN GENERAL.—Section 4132(a)(1) (defin-
ing taxable vaccine) is amended by redesig-
nating subparagraphs (I), (J), (K), and (L) as 
subparagraphs (J), (K), (L), and (M), respec-
tively, and by inserting after subparagraph 
(H) the following new subparagraph: 

‘‘(I) Any vaccine against hepatitis A.’’. 
(b) CONFORMING AMENDMENT.—Section 

9510(c)(1)(A) is amended by striking ‘‘October 
18, 2000’’ and inserting ‘‘May 8, 2003’’. 

(c) EFFECTIVE DATE.— 
(1) SALES, ETC.—The amendments made by 

this section shall apply to sales and uses on 
or after the first day of the first month 
which begins more than 4 weeks after the 
date of the enactment of this Act. 

(2) DELIVERIES.—For purposes of paragraph 
(1) and section 4131 of the Internal Revenue 
Code of 1986, in the case of sales on or before 
the effective date described in such para-
graph for which delivery is made after such 
date, the delivery date shall be considered 
the sale date. 
SEC. 492. RECOGNITION OF GAIN FROM THE SALE 

OF A PRINCIPAL RESIDENCE AC-
QUIRED IN A LIKE-KIND EXCHANGE 
WITHIN 5 YEARS OF SALE. 

(a) IN GENERAL.—Section 121(d) (relating to 
special rules for exclusion of gain from sale 
of principal residence) is amended by adding 
at the end the following new paragraph: 

‘‘(10) PROPERTY ACQUIRED IN LIKE-KIND EX-
CHANGE.—If a taxpayer acquired property in 
an exchange to which section 1031 applied, 
subsection (a) shall not apply to the sale or 
exchange of such property if it occurs during 
the 5-year period beginning with the date of 
the acquisition of such property.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to sales or 
exchanges after the date of the enactment of 
this Act. 
SEC. 493. CLARIFICATION OF EXEMPTION FROM 

TAX FOR SMALL PROPERTY AND 
CASUALTY INSURANCE COMPANIES. 

(a) IN GENERAL.—Section 501(c)(15)(A) is 
amended to read as follows: 

‘‘(A) Insurance companies (as defined in 
section 816(a)) other than life (including 
interinsurers and reciprocal underwriters) 
if— 

‘‘(i) the gross receipts for the taxable year 
do not exceed $600,000, and 

‘‘(ii) more than 50 percent of such gross re-
ceipts consist of premiums.’’. 

(b) CONTROLLED GROUP RULE.—Section 
501(c)(15)(C) is amended by inserting ‘‘, ex-
cept that in applying section 1563 for pur-
poses of section 831(b)(2)(B)(ii), subpara-
graphs (B) and (C) of section 1563(b)(2) shall 
be disregarded’’ before the period at the end. 

(c) CONFORMING AMENDMENT.—Clause (i) of 
section 831(b)(2)(A) is amended by striking 
‘‘exceed $350,000 but’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 494. DEFINITION OF INSURANCE COMPANY 

FOR SECTION 831. 
(a) IN GENERAL.—Section 831 is amended by 

redesignating subsection (c) as subsection (d) 
and by inserting after subsection (b) the fol-
lowing new subsection: 

‘‘(c) INSURANCE COMPANY DEFINED.—For 
purposes of this section, the term ‘insurance 
company’ has the meaning given to such 
term by section 816(a)).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 495. LIMITATIONS ON DEDUCTION FOR 

CHARITABLE CONTRIBUTIONS OF 
PATENTS AND SIMILAR PROPERTY. 

(a) DEDUCTION ALLOWED ONLY TO THE EX-
TENT OF BASIS.—Section 170(e)(1)(B) (relating 
to certain contributions of ordinary income 
and capital gain property) is amended by 
striking ‘‘or’’ at the end of clause (i), by add-
ing ‘‘or’’ at the end of clause (ii), and by in-
serting after clause (ii) the following new 
clause: 

‘‘(iii) of any patent, copyright, trademark, 
trade name, trade secret, know-how, soft-
ware, or similar property, or applications or 
registrations of such property,’’. 

(b) TREATMENT OF CONTRIBUTIONS WHERE 
DONOR RECEIVES INTEREST.—Section 170(e) is 
amended by adding at the end the following 
new paragraph: 
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‘‘(7) SPECIAL RULES FOR CONTRIBUTIONS OF 

PATENTS AND SIMILAR PROPERTY WHERE DONOR 
RECEIVES INTEREST.— 

‘‘(A) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed under this section 
with respect to a contribution of property 
described in paragraph (1)(B)(iii) if the tax-
payer after the contribution has any interest 
in the property other than a qualified inter-
est. 

‘‘(B) CONTRIBUTIONS WITH QUALIFIED INTER-
EST.—If a taxpayer after a contribution of 
property described in paragraph (1)(B)(iii) 
has a qualified interest in the property— 

‘‘(i) any payment pursuant to the qualified 
interest shall be treated as ordinary income 
and shall be includible in gross income of the 
taxpayer for the taxable year in which the 
payment is received by the taxpayer, and 

‘‘(ii) subsection (f)(3) and section 1011(b) 
shall not apply to the transfer of the prop-
erty from the taxpayer to the donee. 

‘‘(C) QUALIFIED INTEREST.—For purposes of 
this paragraph— 

‘‘(i) IN GENERAL.—The term ‘qualified in-
terest’ means, with respect to any taxpayer, 
a right to receive from the donee a percent-
age (not greater than 50 percent) of any roy-
alty payment received by the donee with re-
spect to property described in paragraph 
(1)(B)(iii) (other than copyrights which are 
described in section 1221(a)(3) or 1231(b)(1)(C)) 
contributed by the taxpayer to the donee. 

‘‘(ii) SECRETARIAL AUTHORITY.— 
‘‘(I) IN GENERAL.—Except as provided in 

subclause (II), the Secretary may by regula-
tion or other administrative guidance treat 
as a qualified interest the right to receive 
other payments from the donee, but only if 
the donee does not possess a right to receive 
any payment (whether royalties or other-
wise) from a third party with respect to the 
contributed property. 

‘‘(II) EXCEPTIONS.—The Secretary may not 
treat as a qualified interest the right to re-
ceive any payment which provides a benefit 
to the donor which is greater than the ben-
efit retained by the donee or the right to re-
ceive any portion of the proceeds from the 
sale of the property contributed. 

‘‘(iii) LIMITATION.—An interest shall be 
treated as a qualified interest under this sub-
paragraph only if the taxpayer has no right 
to receive any payment described in clause 
(i) or (ii)(I) after the earlier of the date on 
which the legal life of the contributed prop-
erty expires or the date which is 20 years 
after the date of the contribution.’’. 

(c) REPORTING REQUIREMENTS.— 
(1) IN GENERAL.—Section 6050L(a) (relating 

to returns regarding certain dispositions of 
donated property) is amended— 

(A) by striking ‘‘If’’ and inserting: 
‘‘(1) DISPOSITIONS OF DONATED PROPERTY.— 

If’’, 
(B) by redesignating paragraphs (1) 

through (5) as subparagraphs (A) through (E), 
respectively, and 

(C) by adding at the end the following new 
paragraph: 

‘‘(2) PAYMENTS OF QUALIFIED INTERESTS.— 
Each donee of property described in section 
170(e)(1)(B)(iii) which makes a payment to a 
donor pursuant to a qualified interest (as de-
fined in section 170(e)(7)) during any calendar 
year shall make a return (in accordance with 
forms and regulations prescribed by the Sec-
retary) showing— 

‘‘(A) the name, address, and TIN of the 
payor and the payee with respect to such a 
payment, 

‘‘(B) a description, and date of contribu-
tion, of the property to which the qualified 
interest relates, 

‘‘(C) the dates and amounts of any royalty 
payments received by the donee with respect 
to such property, 

‘‘(D) the date and the amount of the pay-
ment pursuant to the qualified interest, and 

‘‘(E) a description of the terms of the 
qualified interest.’’. 

(2) CONFORMING AMENDMENTS.— 
(A) The heading for section 6050L is amend-

ed by striking ‘‘CERTAIN DISPOSITIONS 
OF’’. 

(B) The item relating to section 6050L in 
the table of sections for subpart B of part III 
of subchapter A of chapter 61 is amended by 
striking ‘‘certain dispositions of’’. 

(d) ANTI-ABUSE RULES.—The Secretary of 
the Treasury may prescribe such regulations 
or other administrative guidance as may be 
necessary or appropriate to prevent the 
avoidance of the purposes of section 
170(e)(1)(B)(iii) of the Internal Revenue Code 
of 1986 (as added by subsection (a)), including 
preventing— 

(1) the circumvention of the reduction of 
the charitable deduction by embedding or 
bundling the patent or similar property as 
part of a charitable contribution of property 
that includes the patent or similar property, 

(2) the manipulation of the basis of the 
property to increase the amount of the char-
itable deduction through the use of related 
persons, pass-thru entities, or other inter-
mediaries, or through the use of any provi-
sion of law or regulation (including the con-
solidated return regulations), and 

(3) a donor from changing the form of the 
patent or similar property to property of a 
form for which different deduction rules 
would apply. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to contribu-
tions made after October 1, 2003. 
SEC. 496. INCREASE IN AGE OF MINOR CHILDREN 

WHOSE UNEARNED INCOME IS 
TAXED AS IF PARENT’S INCOME. 

(a) IN GENERAL.—Section 1(g)(2)(A) (relat-
ing to child to whom subsection applies) is 
amended by striking ‘‘age 14’’ and inserting 
‘‘age 18’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 

SA 3127. Mr. KYL submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Beginning on page 558, line 1, strike all 
through page 559, line 5. 

SA 3128. Mr. BUNNING submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

At the end of part V of title IV, insert: 
SEC. ll. CLARIFICATION OF STATUS OF CER-

TAIN ORGANIZATIONS AND RETIRE-
MENT PLANS. 

(a) IN GENERAL.—For purposes of any 
provision of law— 

(1) the organization described in sub-
section (c)(5) maintaining the retirement 

plan of the eligible organization shall be 
treated as an organization described in sec-
tion 414(e)(3)(A) of the Internal Revenue Code 
of 1986 with respect to its maintenance of 
benefit plans of the eligible organization, 
and 

(2) subject to the provisions of subsection 
(b), any retirement plan which, as of Janu-
ary 1, 2003, was maintained by the organiza-
tion described in paragraph (1) shall be treat-
ed as a church plan (within the meaning of 
section 414(e) of such Code) which is main-
tained by an organization described in sec-
tion 414(e)(3)(A) of such Code. 

(b) SPECIAL RULES RELATING TO RETIRE-
MENT PLANS.— 

(1) TAX-DEFERRED RETIREMENT PLAN.—In 
the case of a retirement plan which allows 
contributions to be made under a salary re-
duction agreement and which is treated as a 
church plan under subsection (a)— 

(A) such treatment shall not apply for 
purposes of section 415(c)(7) of the Internal 
Revenue Code of 1986, and 

(B) any account maintained for a partici-
pant or beneficiary of such plan shall be 
treated as a retirement income account de-
scribed in section 403(b)(9) of such Code, ex-
cept that such account shall not, for pur-
poses of section 403(b)(12) of such Code, be 
treated as a contract purchased by a church 
for purposes of section 403(b)(1)(D) of such 
Code. 

(2) MONEY PURCHASE PENSION PLAN.—In 
the case of a retirement plan subject to the 
requirements of section 401(a) of such Code 
and treated as a church plan under sub-
section (a)— 

(A) such plan (but not any reserves held 
by the organization described in subsection 
(c)(5) maintaining the retirement plan of the 
eligible organization)— 

(i) shall be treated as a defined contribu-
tion plan which is a money purchase pension 
plan, and 

(ii) shall be treated as having made an 
election under section 410(d) of such Code for 
plan years beginning after December 31, 2005, 
except that notwithstanding the election— 

(I) nothing in the Employee Retirement 
Income Security Act of 1974 shall prohibit 
the plan from commingling for investment 
purposes its assets with any other assets of 
the organization described in subsection 
(c)(5) maintaining the retirement plan of the 
eligible organization (or of plans maintained 
by it), and 

(II) nothing in this section shall be con-
strued as subjecting such other assets to any 
provision of such Act, 

(B) notwithstanding section 401(a)(11) or 
417 of such Code or section 205 of such Act, 
such plan may offer a lump-sum distribution 
option to participants who have not attained 
age 55 without offering such participants an 
annuity option, and 

(C) any account maintained for a partici-
pant or beneficiary of such plan shall, for 
purposes of section 401(a)(9) of such Code, be 
treated as a retirement income account de-
scribed in section 403(b)(9) of such Code. 

(c) ELIGIBLE ORGANIZATION.—For pur-
poses of this section, the term ‘‘eligible orga-
nization’’ means any organization if, as of 
January 1, 2003— 

(1) more than 1 church recognizes em-
ployment at the organization by a duly or-
dained, commissioned, or licensed minister 
as service in the exercise of the minister’s 
ministry, 

(2) at least 1 nationally or internation-
ally recognized church association includes 
the organization (or its national or inter-
national representative body) in its direc-
tory of participating or founding organiza-
tions, 
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(3) such organization or national rep-

resentative body thereof is part of an ecu-
menical movement (founded in the nine-
teenth century) to promote worldwide fel-
lowship united by common loyalty to certain 
religious values, 

(4) such organization’s national rep-
resentative body has chartered at least 1 or-
ganization that provides educational, rec-
reational, social and religious support to the 
armed forces of the United States, and 

(5) the organization has a retirement 
plan which is administered by an organiza-
tion— 

(A) which was established by State law 
by a special act of the legislature and subject 
to certain provisions of the State’s insurance 
law, 

(B) the principal purpose or function of 
which is the administration or funding of a 
plan or program for the provision of retire-
ment benefits or welfare benefits, or both, 
for employees of the eligible organization, 

(C) is treated as an entity exempt from 
tax under section 501(m) of the Internal Rev-
enue Code of 1986 without regard to the ap-
plication of subsection (a), and 

(D) whose organizing documents are 
amended no later than January 1, 2006, to re-
quire that, for plan years beginning on or 
after such date, the greater of 2 trustees or 
10 percent of the membership of its board of 
trustees be associated with a church. 
For purposes of paragraph (5)(D), association 
with a church may include past or present 
service as an officer or board member of a 
church (within the meaning of section 
3121(w)(3)(A) of such Code) or a church-con-
trolled organization (within the meaning of 
section 3121(w)(3)(B) of such Code). 

(d) EFFECTIVE DATE.—The provisions of 
this section shall apply to plan years begin-
ning after December 31, 2003. 

SA 3129. Mr. MCCAIN submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Strike title VIII. 

SA 3130. Mr. MCCAIN submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Beginning on page 797, line 17, strike 
all through page 810, line 9. 

SA 3131. Mr. MCCAIN submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 

and for other purposes; which was or-
dered to lie on the table; as follows: 

Beginning on page 773, line 4, strike 
all through page 827, line 14. 

SA 3132. Mr. MCCAIN submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

Strike all after the enacting clause and in-
sert the following: 
SECTION 1. SHORT TITLE; AMENDMENT OF 1986 

CODE; TABLE OF CONTENTS. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Jumpstart Our Business Strength 
(JOBS) Act’’. 

(b) AMENDMENT OF 1986 CODE.—Except as 
otherwise expressly provided, whenever in 
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a 
section or other provision of the Internal 
Revenue Code of 1986. 

(c) TABLE OF CONTENTS.— 
Sec. 1. Short title; amendment of 1986 Code; 

table of contents. 
TITLE I—PROVISIONS RELATING TO RE-

PEAL OF EXCLUSION FOR 
EXTRATERRITORIAL INCOME 

Sec. 101. Repeal of exclusion for 
extraterritorial income. 

Sec. 102. Deduction relating to income at-
tributable to United States pro-
duction activities. 

TITLE II—INTERNATIONAL TAX 
PROVISIONS 

Subtitle A—International Tax Reform 
Sec. 201. 20-year foreign tax credit carry-

over; 1-year foreign tax credit 
carryback. 

Sec. 202. Look-thru rules to apply to divi-
dends from noncontrolled sec-
tion 902 corporations. 

Sec. 203. Foreign tax credit under alter-
native minimum tax. 

Sec. 204. Recharacterization of overall do-
mestic loss. 

Sec. 205. Interest expense allocation rules. 
Sec. 206. Determination of foreign personal 

holding company income with 
respect to transactions in com-
modities. 

Subtitle B—International Tax Simplification 
Sec. 211. Repeal of foreign personal holding 

company rules and foreign in-
vestment company rules. 

Sec. 212. Expansion of de minimis rule under 
subpart F. 

Sec. 213. Attribution of stock ownership 
through partnerships to apply 
in determining section 902 and 
960 credits. 

Sec. 214. Application of uniform capitaliza-
tion rules to foreign persons. 

Sec. 215. Repeal of withholding tax on divi-
dends from certain foreign cor-
porations. 

Sec. 216. Repeal of special capital gains tax 
on aliens present in the United 
States for 183 days or more. 

Subtitle C—Additional International Tax 
Provisions 

Sec. 221. Active leasing income from aircraft 
and vessels. 

Sec. 222. Look-thru treatment of payments 
between related controlled for-
eign corporations under foreign 
personal holding company in-
come rules. 

Sec. 223. Look-thru treatment for sales of 
partnership interests. 

Sec. 224. Election not to use average ex-
change rate for foreign tax paid 
other than in functional cur-
rency. 

Sec. 225. Treatment of income tax base dif-
ferences. 

Sec. 226. Modification of exceptions under 
subpart F for active financing. 

Sec. 227. United States property not to in-
clude certain assets of con-
trolled foreign corporation. 

Sec. 228. Provide equal treatment for inter-
est paid by foreign partnerships 
and foreign corporations. 

Sec. 229. Clarification of treatment of cer-
tain transfers of intangible 
property. 

Sec. 230. Modification of the treatment of 
certain REIT distributions at-
tributable to gain from sales or 
exchanges of United States real 
property interests. 

Sec. 231. Toll tax on excess qualified foreign 
distribution amount. 

Sec. 232. Exclusion of income derived from 
certain wagers on horse races 
and dog races from gross in-
come of nonresident alien indi-
viduals. 

Sec. 233. Limitation of withholding tax for 
Puerto Rico corporations. 

Sec. 234. Report on WTO dispute settlement 
panels and the appellate body. 

Sec. 235. Study of impact of international 
tax laws on taxpayers other 
than large corporations. 

Sec. 236. Consultative role for Senate Com-
mittee on Finance in connec-
tion with the review of pro-
posed tax treaties. 

TITLE III—DOMESTIC MANUFACTURING 
AND BUSINESS PROVISIONS 

Subtitle A—General Provisions 

Sec. 301. Expansion of qualified small-issue 
bond program. 

Sec. 302. Expensing of broadband Internet 
access expenditures. 

Sec. 303. Exemption of natural aging process 
in determination of production 
period for distilled spirits under 
section 263A. 

Sec. 304. Modification of active business def-
inition under section 355. 

Sec. 305. Exclusion of certain indebtedness 
of small business investment 
companies from acquisition in-
debtedness. 

Sec. 306. Modified taxation of imported 
archery products. 

Sec. 307. Modification to cooperative mar-
keting rules to include value 
added processing involving ani-
mals. 

Sec. 308. Extension of declaratory judgment 
procedures to farmers’ coopera-
tive organizations. 

Sec. 309. Temporary suspension of personal 
holding company tax. 

Sec. 310. Increase in section 179 expensing. 
Sec. 311. Three-year carryback of net oper-

ating losses. 

Subtitle B—Manufacturing Relating to 
Films 

Sec. 321. Special rules for certain film and 
television productions. 

Sec. 322. Modification of application of in-
come forecast method of depre-
ciation. 
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Subtitle C—Manufacturing Relating to 

Timber 
Sec. 331. Expensing of certain reforestation 

expenditures. 
Sec. 332. Election to treat cutting of timber 

as a sale or exchange. 
Sec. 333. Capital gain treatment under sec-

tion 631(b) to apply to outright 
sales by landowners. 

Sec. 334. Modification of safe harbor rules 
for timber REITS. 

TITLE IV—ADDITIONAL PROVISIONS 
Subtitle A—Provisions Designed To Curtail 

Tax Shelters 
Sec. 401. Clarification of economic substance 

doctrine. 
Sec. 402. Penalty for failing to disclose re-

portable transaction. 
Sec. 403. Accuracy-related penalty for listed 

transactions and other report-
able transactions having a sig-
nificant tax avoidance purpose. 

Sec. 404. Penalty for understatements at-
tributable to transactions lack-
ing economic substance, etc. 

Sec. 405. Modifications of substantial under-
statement penalty for non-
reportable transactions. 

Sec. 406. Tax shelter exception to confiden-
tiality privileges relating to 
taxpayer communications. 

Sec. 407. Disclosure of reportable trans-
actions. 

Sec. 408. Modifications to penalty for failure 
to register tax shelters. 

Sec. 409. Modification of penalty for failure 
to maintain lists of investors. 

Sec. 410. Modification of actions to enjoin 
certain conduct related to tax 
shelters and reportable trans-
actions. 

Sec. 411. Understatement of taxpayer’s li-
ability by income tax return 
preparer. 

Sec. 412. Penalty on failure to report inter-
ests in foreign financial ac-
counts. 

Sec. 413. Frivolous tax submissions. 
Sec. 414. Regulation of individuals prac-

ticing before the Department of 
Treasury. 

Sec. 415. Penalty on promoters of tax shel-
ters. 

Sec. 416. Statute of limitations for taxable 
years for which required listed 
transactions not reported. 

Sec. 417. Denial of deduction for interest on 
underpayments attributable to 
nondisclosed reportable and 
noneconomic substance trans-
actions. 

Sec. 418. Authorization of appropriations for 
tax law enforcement. 

Subtitle B—Other Corporate Governance 
Provisions 

Sec. 421. Affirmation of consolidated return 
regulation authority. 

Sec. 422. Signing of corporate tax returns by 
chief executive officer. 

Sec. 423. Denial of deduction for certain 
fines, penalties, and other 
amounts. 

Sec. 424. Disallowance of deduction for puni-
tive damages. 

Sec. 425. Increase in criminal monetary pen-
alty limitation for the under-
payment or overpayment of tax 
due to fraud. 

Subtitle C—Enron-Related Tax Shelter 
Provisions 

Sec. 431. Limitation on transfer or importa-
tion of built-in losses. 

Sec. 432. No reduction of basis under section 
734 in stock held by partnership 
in corporate partner. 

Sec. 433. Repeal of special rules for FASITs. 

Sec. 434. Expanded disallowance of deduc-
tion for interest on convertible 
debt. 

Sec. 435. Expanded authority to disallow tax 
benefits under section 269. 

Sec. 436. Modification of interaction be-
tween subpart F and passive 
foreign investment company 
rules. 

Subtitle D—Provisions To Discourage 
Expatriation 

Sec. 441. Tax treatment of inverted cor-
porate entities. 

Sec. 442. Imposition of mark-to-market tax 
on individuals who expatriate. 

Sec. 443. Excise tax on stock compensation 
of insiders of inverted corpora-
tions. 

Sec. 444. Reinsurance of United States risks 
in foreign jurisdictions. 

Sec. 445. Reporting of taxable mergers and 
acquisitions. 

Subtitle E—International Tax 
Sec. 451. Clarification of banking business 

for purposes of determining in-
vestment of earnings in United 
States property. 

Sec. 452. Prohibition on nonrecognition of 
gain through complete liquida-
tion of holding company. 

Sec. 453. Prevention of mismatching of in-
terest and original issue dis-
count deductions and income 
inclusions in transactions with 
related foreign persons. 

Sec. 454. Effectively connected income to in-
clude certain foreign source in-
come. 

Sec. 455. Recapture of overall foreign losses 
on sale of controlled foreign 
corporation. 

Sec. 456. Minimum holding period for for-
eign tax credit on withholding 
taxes on income other than 
dividends. 

Subtitle F—Other Revenue Provisions 
PART I—FINANCIAL INSTRUMENTS 

Sec. 461. Treatment of stripped interests in 
bond and preferred stock funds, 
etc. 

Sec. 462. Application of earnings stripping 
rules to partnerships and S cor-
porations. 

Sec. 463. Recognition of cancellation of in-
debtedness income realized on 
satisfaction of debt with part-
nership interest. 

Sec. 464. Modification of straddle rules. 
Sec. 465. Denial of installment sale treat-

ment for all readily tradeable 
debt. 

PART II—CORPORATIONS AND PARTNERSHIPS 
Sec. 466. Modification of treatment of trans-

fers to creditors in divisive re-
organizations. 

Sec. 467. Clarification of definition of non-
qualified preferred stock. 

Sec. 468. Modification of definition of con-
trolled group of corporations. 

Sec. 469. Mandatory basis adjustments in 
connection with partnership 
distributions and transfers of 
partnership interests. 

PART III—DEPRECIATION AND AMORTIZATION 
Sec. 471. Extension of amortization of intan-

gibles to sports franchises. 
Sec. 472. Services contracts treated in the 

same manner as leases for rules 
relating to tax-exempt use of 
property. 

Sec. 473. Class lives for utility grading costs. 
Sec. 474. Expansion of limitation on depre-

ciation of certain passenger 
automobiles. 

Sec. 475. Consistent amortization of periods 
for intangibles. 

Sec. 476. Limitation on deductions allocable 
to property used by govern-
ments or other tax-exempt en-
tities. 

PART IV—ADMINISTRATIVE PROVISIONS 
Sec. 481. Clarification of rules for payment 

of estimated tax for certain 
deemed asset sales. 

Sec. 482. Extension of IRS user fees. 
Sec. 483. Doubling of certain penalties, fines, 

and interest on underpayments 
related to certain offshore fi-
nancial arrangement. 

Sec. 484. Partial payment of tax liability in 
installment agreements. 

Sec. 485. Extension of customs user fees. 
Sec. 486. Deposits made to suspend running 

of interest on potential under-
payments. 

Sec. 487. Qualified tax collection contracts. 
PART V—MISCELLANEOUS PROVISIONS 

Sec. 491. Addition of vaccines against hepa-
titis A to list of taxable vac-
cines. 

Sec. 492. Recognition of gain from the sale 
of a principal residence ac-
quired in a like-kind exchange 
within 5 years of sale. 

Sec. 493. Clarification of exemption from tax 
for small property and casualty 
insurance companies. 

Sec. 494. Definition of insurance company 
for section 831. 

Sec. 495. Limitations on deduction for chari-
table contributions of patents 
and similar property. 

Sec. 496. Repeal of 10-percent rehabilitation 
tax credit. 

Sec. 497. Increase in age of minor children 
whose unearned income is taxed 
as if parent’s income. 

TITLE I—PROVISIONS RELATING TO RE-
PEAL OF EXCLUSION FOR 
EXTRATERRITORIAL INCOME 

SEC. 101. REPEAL OF EXCLUSION FOR 
EXTRATERRITORIAL INCOME. 

(a) IN GENERAL.—Section 114 is hereby re-
pealed. 

(b) CONFORMING AMENDMENTS.— 
(1)(A) Subpart E of part III of subchapter N 

of chapter 1 (relating to qualifying foreign 
trade income) is hereby repealed. 

(B) The table of subparts for such part III 
is amended by striking the item relating to 
subpart E. 

(2) The table of sections for part III of sub-
chapter B of chapter 1 is amended by strik-
ing the item relating to section 114. 

(3) The second sentence of section 
56(g)(4)(B)(i) is amended by striking ‘‘or 
under section 114’’. 

(4) Section 275(a) is amended— 
(A) by inserting ‘‘or’’ at the end of para-

graph (4)(A), by striking ‘‘or’’ at the end of 
paragraph (4)(B) and inserting a period, and 
by striking subparagraph (C), and 

(B) by striking the last sentence. 
(5) Paragraph (3) of section 864(e) is amend-

ed— 
(A) by striking: 
‘‘(3) TAX-EXEMPT ASSETS NOT TAKEN INTO 

ACCOUNT.— 
‘‘(A) IN GENERAL.—For purposes of’’; and 

inserting: 
‘‘(3) TAX-EXEMPT ASSETS NOT TAKEN INTO 

ACCOUNT.—For purposes of’’, and 
(B) by striking subparagraph (B). 
(6) Section 903 is amended by striking ‘‘114, 

164(a),’’ and inserting ‘‘164(a)’’. 
(7) Section 999(c)(1) is amended by striking 

‘‘941(a)(5),’’. 
(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to transactions oc-
curring after the date of the enactment of 
this Act. 
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(2) BINDING CONTRACTS.—The amendments 

made by this section shall not apply to any 
transaction in the ordinary course of a trade 
or business which occurs pursuant to a bind-
ing contract— 

(A) which is between the taxpayer and a 
person who is not a related person (as de-
fined in section 943(b)(3) of such Code, as in 
effect on the day before the date of the en-
actment of this Act), and 

(B) which is in effect on September 17, 2003, 
and at all times thereafter. 

(d) REVOCATION OF SECTION 943(e) ELEC-
TIONS.— 

(1) IN GENERAL.—In the case of a corpora-
tion that elected to be treated as a domestic 
corporation under section 943(e) of the Inter-
nal Revenue Code of 1986 (as in effect on the 
day before the date of the enactment of this 
Act)— 

(A) the corporation may, during the 1-year 
period beginning on the date of the enact-
ment of this Act, revoke such election, effec-
tive as of such date of enactment, and 

(B) if the corporation does revoke such 
election— 

(i) such corporation shall be treated as a 
domestic corporation transferring (as of such 
date of enactment) all of its property to a 
foreign corporation in connection with an 
exchange described in section 354 of such 
Code, and 

(ii) no gain or loss shall be recognized on 
such transfer. 

(2) EXCEPTION.—Subparagraph (B)(ii) of 
paragraph (1) shall not apply to gain on any 
asset held by the revoking corporation if— 

(A) the basis of such asset is determined in 
whole or in part by reference to the basis of 
such asset in the hands of the person from 
whom the revoking corporation acquired 
such asset, 

(B) the asset was acquired by transfer (not 
as a result of the election under section 
943(e) of such Code) occurring on or after the 
1st day on which its election under section 
943(e) of such Code was effective, and 

(C) a principal purpose of the acquisition 
was the reduction or avoidance of tax (other 
than a reduction in tax under section 114 of 
such Code, as in effect on the day before the 
date of the enactment of this Act). 

(e) GENERAL TRANSITION.— 
(1) IN GENERAL.—In the case of a taxable 

year ending after the date of the enactment 
of this Act and beginning before January 1, 
2007, for purposes of chapter 1 of such Code, 
a current FSC/ETI beneficiary shall be al-
lowed a deduction equal to the transition 
amount determined under this subsection 
with respect to such beneficiary for such 
year. 

(2) CURRENT FSC/ETI BENEFICIARY.—The 
term ‘‘current FSC/ETI beneficiary’’ means 
any corporation which entered into one or 
more transactions during its taxable year be-
ginning in calendar year 2002 with respect to 
which FSC/ETI benefits were allowable. 

(3) TRANSITION AMOUNT.—For purposes of 
this subsection— 

(A) IN GENERAL.—The transition amount 
applicable to any current FSC/ETI bene-
ficiary for any taxable year is the phaseout 
percentage of the base period amount. 

(B) PHASEOUT PERCENTAGE.— 
(i) IN GENERAL.—In the case of a taxpayer 

using the calendar year as its taxable year, 
the phaseout percentage shall be determined 
under the following table: 

The phaseout 
Years: percentage is: 
2004..............................................................80
2005..............................................................80
2006..............................................................60. 

(ii) SPECIAL RULE FOR 2003.—The phaseout 
percentage for 2003 shall be the amount that 
bears the same ratio to 100 percent as the 

number of days after the date of the enact-
ment of this Act bears to 365. 

(iii) SPECIAL RULE FOR FISCAL YEAR TAX-
PAYERS.—In the case of a taxpayer not using 
the calendar year as its taxable year, the 
phaseout percentage is the weighted average 
of the phaseout percentages determined 
under the preceding provisions of this para-
graph with respect to calendar years any 
portion of which is included in the tax-
payer’s taxable year. The weighted average 
shall be determined on the basis of the re-
spective portions of the taxable year in each 
calendar year. 

(C) SHORT TAXABLE YEAR.—The Secretary 
shall prescribe guidance for the computation 
of the transition amount in the case of a 
short taxable year. 

(4) BASE PERIOD AMOUNT.—For purposes of 
this subsection, the base period amount is 
the FSC/ETI benefit for the taxpayer’s tax-
able year beginning in calendar year 2002. 

(5) FSC/ETI BENEFIT.—For purposes of this 
subsection, the term ‘‘FSC/ETI benefit’’ 
means— 

(A) amounts excludable from gross income 
under section 114 of such Code, and 

(B) the exempt foreign trade income of re-
lated foreign sales corporations from prop-
erty acquired from the taxpayer (determined 
without regard to section 923(a)(5) of such 
Code (relating to special rule for military 
property), as in effect on the day before the 
date of the enactment of the FSC Repeal and 
Extraterritorial Income Exclusion Act of 
2000). 

In determining the FSC/ETI benefit there 
shall be excluded any amount attributable to 
a transaction with respect to which the tax-
payer is the lessor unless the leased property 
was manufactured or produced in whole or in 
significant part by the taxpayer. 

(6) SPECIAL RULE FOR AGRICULTURAL AND 
HORTICULTURAL COOPERATIVES.—Determina-
tions under this subsection with respect to 
an organization described in section 943(g)(1) 
of such Code, as in effect on the day before 
the date of the enactment of this Act, shall 
be made at the cooperative level and the pur-
poses of this subsection shall be carried out 
in a manner similar to section 199(h)(2) of 
such Code, as added by this Act. Such deter-
minations shall be in accordance with such 
requirements and procedures as the Sec-
retary may prescribe. 

(7) CERTAIN RULES TO APPLY.—Rules similar 
to the rules of section 41(f) of such Code shall 
apply for purposes of this subsection. 

(8) COORDINATION WITH BINDING CONTRACT 
RULE.—The deduction determined under 
paragraph (1) for any taxable year shall be 
reduced by the phaseout percentage of any 
FSC/ETI benefit realized for the taxable year 
by reason of subsection (c)(2) or section 
5(c)(1)(B) of the FSC Repeal and 
Extraterritorial Income Exclusion Act of 
2000, except that for purposes of this para-
graph the phaseout percentage for 2003 shall 
be treated as being equal to 100 percent. 

(9) SPECIAL RULE FOR TAXABLE YEAR WHICH 
INCLUDES DATE OF ENACTMENT.—In the case of 
a taxable year which includes the date of the 
enactment of this Act, the deduction allowed 
under this subsection to any current FSC/ 
ETI beneficiary shall in no event exceed— 

(A) 100 percent of such beneficiary’s base 
period amount for calendar year 2003, re-
duced by 

(B) the FSC/ETI benefit of such beneficiary 
with respect to transactions occurring dur-
ing the portion of the taxable year ending on 
the date of the enactment of this Act. 
SEC. 102. DEDUCTION RELATING TO INCOME AT-

TRIBUTABLE TO UNITED STATES 
PRODUCTION ACTIVITIES. 

(a) IN GENERAL.—Part VI of subchapter B 
of chapter 1 (relating to itemized deductions 

for individuals and corporations) is amended 
by adding at the end the following new sec-
tion: 
‘‘SEC. 199. INCOME ATTRIBUTABLE TO DOMESTIC 

PRODUCTION ACTIVITIES. 
‘‘(a) ALLOWANCE OF DEDUCTION.— 
‘‘(1) IN GENERAL.—There shall be allowed as 

a deduction an amount equal to 9 percent of 
the qualified production activities income of 
the taxpayer for the taxable year. 

‘‘(2) PHASEIN.—In the case of taxable years 
beginning in 2003, 2004, 2005, 2006, 2007, or 2008, 
paragraph (1) shall be applied by substituting 
for the percentage contained therein the 
transition percentage determined under the 
following table: 

‘‘Taxable years The transition 
beginning in: percentage is: 

2003 or 2004 ....................................................1
2005 ...............................................................2
2006 ...............................................................3
2007 or 2008....................................................6. 

‘‘(b) DEDUCTION LIMITED TO WAGES PAID.— 
‘‘(1) IN GENERAL.—The amount of the de-

duction allowable under subsection (a) for 
any taxable year shall not exceed 50 percent 
of the W–2 wages of the employer for the tax-
able year. 

‘‘(2) W–2 WAGES.—For purposes of para-
graph (1), the term ‘W–2 wages’ means the 
sum of the aggregate amounts the taxpayer 
is required to include on statements under 
paragraphs (3) and (8) of section 6051(a) with 
respect to employment of employees of the 
taxpayer during the taxpayer’s taxable year. 

‘‘(3) SPECIAL RULES.— 
‘‘(A) PASS-THRU ENTITIES.—In the case of 

an S corporation, partnership, estate or 
trust, or other pass-thru entity, the limita-
tion under this subsection shall apply at the 
entity level. 

‘‘(B) ACQUISITIONS AND DISPOSITIONS.—The 
Secretary shall provide for the application of 
this subsection in cases where the taxpayer 
acquires, or disposes of, the major portion of 
a trade or business or the major portion of a 
separate unit of a trade or business during 
the taxable year. 

‘‘(c) QUALIFIED PRODUCTION ACTIVITIES IN-
COME.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified pro-
duction activities income’ means an amount 
equal to the portion of the modified taxable 
income of the taxpayer which is attributable 
to domestic production activities. 

‘‘(2) REDUCTION FOR TAXABLE YEARS BEGIN-
NING BEFORE 2013.—The amount otherwise de-
termined under paragraph (1) (the ‘unreduced 
amount’) shall not exceed— 

‘‘(A) in the case of taxable years beginning 
before 2010, the product of the unreduced 
amount and the domestic/worldwide fraction, 
and 

‘‘(B) in the case of taxable years beginning 
in 2010, 2011, or 2012, an amount equal to the 
sum of— 

‘‘(i) the product of the unreduced amount 
and the domestic/worldwide fraction, plus 

‘‘(ii) the applicable percentage of an 
amount equal to the unreduced amount 
minus the amount determined under clause 
(i). 

For purposes of subparagraph (B)(ii), the ap-
plicable percentage is 25 percent for 2010, 50 
percent for 2011, and 75 percent for 2012. 

‘‘(d) DETERMINATION OF INCOME ATTRIB-
UTABLE TO DOMESTIC PRODUCTION ACTIVI-
TIES.—For purposes of this section— 

‘‘(1) IN GENERAL.—The portion of the modi-
fied taxable income which is attributable to 
domestic production activities is so much of 
the modified taxable income for the taxable 
year as does not exceed— 

‘‘(A) the taxpayer’s domestic production 
gross receipts for such taxable year, reduced 
by 

‘‘(B) the sum of— 
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‘‘(i) the costs of goods sold that are allo-

cable to such receipts, 
‘‘(ii) other deductions, expenses, or losses 

directly allocable to such receipts, and 
‘‘(iii) a proper share of other deductions, 

expenses, and losses that are not directly al-
locable to such receipts or another class of 
income. 

‘‘(2) ALLOCATION METHOD.—The Secretary 
shall prescribe rules for the proper alloca-
tion of items of income, deduction, expense, 
and loss for purposes of determining income 
attributable to domestic production activi-
ties. 

‘‘(3) SPECIAL RULES FOR DETERMINING 
COSTS.— 

‘‘(A) IN GENERAL.—For purposes of deter-
mining costs under clause (i) of paragraph 
(1)(B), any item or service brought into the 
United States shall be treated as acquired by 
purchase, and its cost shall be treated as not 
less than its fair market value immediately 
after it entered the United States. A similar 
rule shall apply in determining the adjusted 
basis of leased or rented property where the 
lease or rental gives rise to domestic produc-
tion gross receipts. 

‘‘(B) EXPORTS FOR FURTHER MANUFAC-
TURE.—In the case of any property described 
in subparagraph (A) that had been exported 
by the taxpayer for further manufacture, the 
increase in cost or adjusted basis under sub-
paragraph (A) shall not exceed the difference 
between the value of the property when ex-
ported and the value of the property when 
brought back into the United States after 
the further manufacture. 

‘‘(4) MODIFIED TAXABLE INCOME.—The term 
‘modified taxable income’ means taxable in-
come computed without regard to the deduc-
tion allowable under this section. 

‘‘(e) DOMESTIC PRODUCTION GROSS RE-
CEIPTS.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘domestic pro-
duction gross receipts’ means the gross re-
ceipts of the taxpayer which are derived 
from— 

‘‘(A) any sale, exchange, or other disposi-
tion of, or 

‘‘(B) any lease, rental, or license of, 
qualifying production property which was 
manufactured, produced, grown, or extracted 
in whole or in significant part by the tax-
payer within the United States. 

‘‘(2) SPECIAL RULES FOR CERTAIN PROP-
ERTY.—In the case of any qualifying produc-
tion property described in subsection 
(f)(1)(C)— 

‘‘(A) such property shall be treated for pur-
poses of paragraph (1) as produced in signifi-
cant part by the taxpayer within the United 
States if more than 50 percent of the aggre-
gate development and production costs are 
incurred by the taxpayer within the United 
States, and 

‘‘(B) if a taxpayer acquires such property 
before such property begins to generate sub-
stantial gross receipts, any development or 
production costs incurred before the acquisi-
tion shall be treated as incurred by the tax-
payer for purposes of subparagraph (A) and 
paragraph (1). 

‘‘(f) QUALIFYING PRODUCTION PROPERTY.— 
For purposes of this section— 

‘‘(1) IN GENERAL.—Except as otherwise pro-
vided in this paragraph, the term ‘qualifying 
production property’ means— 

‘‘(A) any tangible personal property, 
‘‘(B) any computer software, and 
‘‘(C) any property described in section 

168(f) (3) or (4), including any underlying 
copyright or trademark. 

‘‘(2) EXCLUSIONS FROM QUALIFYING PRODUC-
TION PROPERTY.—The term ‘qualifying pro-
duction property’ shall not include— 

‘‘(A) consumable property that is sold, 
leased, or licensed by the taxpayer as an in-
tegral part of the provision of services, 

‘‘(B) oil or gas, 
‘‘(C) electricity, 
‘‘(D) water supplied by pipeline to the con-

sumer, 
‘‘(E) utility services, or 
‘‘(F) any film, tape, recording, book, maga-

zine, newspaper, or similar property the mar-
ket for which is primarily topical or other-
wise essentially transitory in nature. 

‘‘(g) DOMESTIC/WORLDWIDE FRACTION.—For 
purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘domestic/ 
worldwide fraction’ means a fraction (not 
greater than 1)— 

‘‘(A) the numerator of which is the value of 
the domestic production of the taxpayer, and 

‘‘(B) the denominator of which is the value 
of the worldwide production of the taxpayer. 

‘‘(2) VALUE OF DOMESTIC PRODUCTION.—The 
value of domestic production is the excess (if 
any) of— 

‘‘(A) the domestic production gross re-
ceipts, over 

‘‘(B) the cost of purchased inputs allocable 
to such receipts that are deductible under 
this chapter for the taxable year. 

‘‘(3) PURCHASED INPUTS.— 
‘‘(A) IN GENERAL.—Purchased inputs are 

any of the following items acquired by pur-
chase: 

‘‘(i) Services (other than services of em-
ployees) used in manufacture, production, 
growth, or extraction activities. 

‘‘(ii) Items consumed in connection with 
such activities. 

‘‘(iii) Items incorporated as part of the 
property being manufactured, produced, 
grown, or extracted. 

‘‘(B) SPECIAL RULE.—Rules similar to the 
rules of subsection (d)(3) shall apply for pur-
poses of this subsection. 

‘‘(4) VALUE OF WORLDWIDE PRODUCTION.— 
‘‘(A) IN GENERAL.—The value of worldwide 

production shall be determined under the 
principles of paragraph (2), except that— 

‘‘(i) worldwide production gross receipts 
shall be taken into account, and 

‘‘(ii) paragraph (3)(B) shall not apply. 
‘‘(B) WORLDWIDE PRODUCTION GROSS RE-

CEIPTS.—The worldwide production gross re-
ceipts is the amount that would be deter-
mined under subsection (e) if such subsection 
were applied without any reference to the 
United States. 

‘‘(h) DEFINITIONS AND SPECIAL RULES.— 
‘‘(1) APPLICATION OF SECTION TO PASS-THRU 

ENTITIES.—In the case of an S corporation, 
partnership, estate or trust, or other pass- 
thru entity— 

‘‘(A) subject to the provisions of paragraph 
(2) and subsection (b)(3)(A), this section shall 
be applied at the shareholder, partner, or 
similar level, and 

‘‘(B) the Secretary shall prescribe rules for 
the application of this section, including 
rules relating to— 

‘‘(i) restrictions on the allocation of the 
deduction to taxpayers at the partner or 
similar level, and 

‘‘(ii) additional reporting requirements. 
‘‘(2) EXCLUSION FOR PATRONS OF AGRICUL-

TURAL AND HORTICULTURAL COOPERATIVES.— 
‘‘(A) IN GENERAL.—If any amount described 

in paragraph (1) or (3) of section 1385 (a)— 
‘‘(i) is received by a person from an organi-

zation to which part I of subchapter T ap-
plies which is engaged in the marketing of 
agricultural or horticultural products, and 

‘‘(ii) is allocable to the portion of the 
qualified production activities income of the 
organization which is deductible under sub-
section (a) and designated as such by the or-
ganization in a written notice mailed to its 
patrons during the payment period described 
in section 1382(d), 

then such person shall be allowed an exclu-
sion from gross income with respect to such 

amount. The taxable income of the organiza-
tion shall not be reduced under section 1382 
by the portion of any such amount with re-
spect to which an exclusion is allowable to a 
person by reason of this paragraph. 

‘‘(B) SPECIAL RULES.—For purposes of ap-
plying subparagraph (A), in determining the 
qualified production activities income of the 
organization under this section— 

‘‘(i) there shall not be taken into account 
in computing the organization’s modified 
taxable income any deduction allowable 
under subsection (b) or (c) of section 1382 (re-
lating to patronage dividends, per-unit re-
tain allocations, and nonpatronage distribu-
tions), and 

‘‘(ii) the organization shall be treated as 
having manufactured, produced, grown, or 
extracted in whole or significant part any 
qualifying production property marketed by 
the organization which its patrons have so 
manufactured, produced, grown, or ex-
tracted. 

‘‘(3) SPECIAL RULE FOR AFFILIATED 
GROUPS.— 

‘‘(A) IN GENERAL.—All members of an ex-
panded affiliated group shall be treated as a 
single corporation for purposes of this sec-
tion. 

‘‘(B) EXPANDED AFFILIATED GROUP.—The 
term ‘expanded affiliated group’ means an 
affiliated group as defined in section 1504(a), 
determined— 

‘‘(i) by substituting ‘50 percent’ for ‘80 per-
cent’ each place it appears, and 

‘‘(ii) without regard to paragraphs (2) and 
(4) of section 1504(b). 

For purposes of determining the domestic/ 
worldwide fraction under subsection (g), 
clause (ii) shall be applied by also dis-
regarding paragraphs (3) and (8) of section 
1504(b). 

‘‘(4) COORDINATION WITH MINIMUM TAX.—The 
deduction under this section shall be allowed 
for purposes of the tax imposed by section 55; 
except that for purposes of section 55, alter-
native minimum taxable income shall be 
taken into account in determining the de-
duction under this section. 

‘‘(5) ORDERING RULE.—The amount of any 
other deduction allowable under this chapter 
shall be determined as if this section had not 
been enacted. 

‘‘(6) TRADE OR BUSINESS REQUIREMENT.— 
This section shall be applied by only taking 
into account items which are attributable to 
the actual conduct of a trade or business. 

‘‘(7) POSSESSIONS, ETC.— 
‘‘(A) IN GENERAL.—For purposes of sub-

sections (d) and (e), the term ‘United States’ 
includes the Commonwealth of Puerto Rico, 
Guam, American Samoa, the Commonwealth 
of the Northern Mariana Islands, and the 
Virgin Islands of the United States. 

‘‘(B) SPECIAL RULES FOR APPLYING WAGE 
LIMITATION.—For purposes of applying the 
limitation under subsection (b) for any tax-
able year— 

‘‘(i) the determination of W–2 wages of a 
taxpayer shall be made without regard to 
any exclusion under section 3401(a)(8) for re-
muneration paid for services performed in a 
jurisdiction described in subparagraph (A), 
and 

‘‘(ii) in determining the amount of any 
credit allowable under section 30A or 936 for 
the taxable year, there shall not be taken 
into account any wages which are taken into 
account in applying such limitation. 

‘‘(8) COORDINATION WITH TRANSITION 
RULES.—For purposes of this section— 

‘‘(A) domestic production gross receipts 
shall not include gross receipts from any 
transaction if the binding contract transi-
tion relief of section 101(c)(2) of the 
Jumpstart Our Business Strength (JOBS) 
Act applies to such transaction, and 
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CONGRESSIONAL RECORD — SENATE S5125 May 10, 2004 
‘‘(B) any deduction allowed under section 

101(e) of such Act shall be disregarded in de-
termining the portion of the taxable income 
which is attributable to domestic production 
gross receipts.’’. 

(b) MINIMUM TAX.—Section 56(g)(4)(C) (re-
lating to disallowance of items not deduct-
ible in computing earnings and profits) is 
amended by adding at the end the following 
new clause: 

‘‘(v) DEDUCTION FOR DOMESTIC PRODUC-
TION.—Clause (i) shall not apply to any 
amount allowable as a deduction under sec-
tion 199.’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for part VI of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item: 

‘‘Sec. 199. Income attributable to domestic 
production activities.’’. 

(d) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years end-
ing after the date of the enactment of this 
Act. 

(2) APPLICATION OF SECTION 15.—Section 15 
of the Internal Revenue Code of 1986 shall 
apply to the amendments made by this sec-
tion as if they were changes in a rate of tax. 

TITLE II—INTERNATIONAL TAX 
PROVISIONS 

Subtitle A—International Tax Reform 
SEC. 201. 20-YEAR FOREIGN TAX CREDIT CARRY-

OVER; 1-YEAR FOREIGN TAX CREDIT 
CARRYBACK. 

(a) GENERAL RULE.—Section 904(c) (relat-
ing to carryback and carryover of excess tax 
paid) is amended— 

(1) by striking ‘‘in the second preceding 
taxable year,’’, and 

(2) by striking ‘‘, and in the first, second, 
third, fourth, or fifth’’ and inserting ‘‘and in 
any of the first 20’’. 

(b) EXCESS EXTRACTION TAXES.—Paragraph 
(1) of section 907(f) is amended— 

(1) by striking ‘‘in the second preceding 
taxable year,’’, 

(2) by striking ‘‘, and in the first, second, 
third, fourth, or fifth’’ and inserting ‘‘and in 
any of the first 20’’, and 

(3) by striking the last sentence. 
(c) EFFECTIVE DATE.— 
(1) CARRYBACK.—The amendments made by 

subsections (a)(1) and (b)(1) shall apply to ex-
cess foreign taxes arising in taxable years 
beginning after the date of the enactment of 
this Act. 

(2) CARRYOVER.—The amendments made by 
subsections (a)(2) and (b)(2) shall apply to ex-
cess foreign taxes which (without regard to 
the amendments made by this section) may 
be carried to any taxable year ending after 
the date of the enactment of this Act. 
SEC. 202. LOOK-THRU RULES TO APPLY TO DIVI-

DENDS FROM NONCONTROLLED 
SECTION 902 CORPORATIONS. 

(a) IN GENERAL.—Section 904(d)(4) (relating 
to look-thru rules apply to dividends from 
noncontrolled section 902 corporations) is 
amended to read as follows: 

‘‘(4) LOOK-THRU APPLIES TO DIVIDENDS FROM 
NONCONTROLLED SECTION 902 CORPORATIONS.— 

‘‘(A) IN GENERAL.—For purposes of this sub-
section, any dividend from a noncontrolled 
section 902 corporation with respect to the 
taxpayer shall be treated as income de-
scribed in a subparagraph of paragraph (1) in 
proportion to the ratio of— 

‘‘(i) the portion of earnings and profits at-
tributable to income described in such sub-
paragraph, to 

‘‘(ii) the total amount of earnings and prof-
its. 

‘‘(B) EARNINGS AND PROFITS OF CONTROLLED 
FOREIGN CORPORATIONS.—In the case of any 
distribution from a controlled foreign cor-

poration to a United States shareholder, 
rules similar to the rules of subparagraph (A) 
shall apply in determining the extent to 
which earnings and profits of the controlled 
foreign corporation which are attributable to 
dividends received from a noncontrolled sec-
tion 902 corporation may be treated as in-
come in a separate category. 

‘‘(C) SPECIAL RULES.—For purposes of this 
paragraph— 

‘‘(i) EARNINGS AND PROFITS.— 
‘‘(I) IN GENERAL.—The rules of section 316 

shall apply. 
‘‘(II) REGULATIONS.—The Secretary may 

prescribe regulations regarding the treat-
ment of distributions out of earnings and 
profits for periods before the taxpayer’s ac-
quisition of the stock to which the distribu-
tions relate. 

‘‘(ii) INADEQUATE SUBSTANTIATION.—If the 
Secretary determines that the proper sub-
paragraph of paragraph (1) in which a divi-
dend is described has not been substantiated, 
such dividend shall be treated as income de-
scribed in paragraph (1)(A). 

‘‘(iii) COORDINATION WITH HIGH-TAXED IN-
COME PROVISIONS.—Rules similar to the rules 
of paragraph (3)(F) shall apply for purposes 
of this paragraph. 

‘‘(iv) LOOK-THRU WITH RESPECT TO CARRY-
OVER OF CREDIT.—Rules similar to subpara-
graph (A) also shall apply to any 
carryforward under subsection (c) from a 
taxable year beginning before January 1, 
2003, of tax allocable to a dividend from a 
noncontrolled section 902 corporation with 
respect to the taxpayer. The Secretary may 
by regulations provide for the allocation of 
any carryback of tax allocable to a dividend 
from a noncontrolled section 902 corporation 
to such a taxable year for purposes of allo-
cating such dividend among the separate cat-
egories in effect for such taxable year.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Subparagraph (E) of section 904(d)(1) is 

hereby repealed. 
(2) Section 904(d)(2)(C)(iii) is amended by 

adding ‘‘and’’ at the end of subclause (I), by 
striking subclause (II), and by redesignating 
subclause (III) as subclause (II). 

(3) The last sentence of section 904(d)(2)(D) 
is amended to read as follows: ‘‘Such term 
does not include any financial services in-
come.’’. 

(4) Section 904(d)(2)(E) is amended— 
(A) by inserting ‘‘or (4)’’ after ‘‘paragraph 

(3)’’ in clause (i), and 
(B) by striking clauses (ii) and (iv) and by 

redesignating clause (iii) as clause (ii). 
(5) Section 904(d)(3)(F) is amended by strik-

ing ‘‘(D), or (E)’’ and inserting ‘‘or (D)’’. 
(6) Section 864(d)(5)(A)(i) is amended by 

striking ‘‘(C)(iii)(III)’’ and inserting 
‘‘(C)(iii)(II)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2002. 
SEC. 203. FOREIGN TAX CREDIT UNDER ALTER-

NATIVE MINIMUM TAX. 
(a) IN GENERAL.— 
(1) Subsection (a) of section 59 is amended 

by striking paragraph (2) and by redesig-
nating paragraphs (3) and (4) as paragraphs 
(2) and (3), respectively. 

(2) Section 53(d)(1)(B)(i)(II) is amended by 
striking ‘‘and if section 59(a)(2) did not 
apply’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2004. 
SEC. 204. RECHARACTERIZATION OF OVERALL 

DOMESTIC LOSS. 
(a) GENERAL RULE.—Section 904 is amended 

by redesignating subsections (g), (h), (i), (j), 
and (k) as subsections (h), (i), (j), (k), and (l) 
respectively, and by inserting after sub-
section (f) the following new subsection: 

‘‘(g) RECHARACTERIZATION OF OVERALL DO-
MESTIC LOSS.— 

‘‘(1) GENERAL RULE.—For purposes of this 
subpart and section 936, in the case of any 
taxpayer who sustains an overall domestic 
loss for any taxable year beginning after De-
cember 31, 2006, that portion of the tax-
payer’s taxable income from sources within 
the United States for each succeeding tax-
able year which is equal to the lesser of— 

‘‘(A) the amount of such loss (to the extent 
not used under this paragraph in prior tax-
able years), or 

‘‘(B) 50 percent of the taxpayer’s taxable 
income from sources within the United 
States for such succeeding taxable year, 

shall be treated as income from sources 
without the United States (and not as in-
come from sources within the United 
States). 

‘‘(2) OVERALL DOMESTIC LOSS DEFINED.—For 
purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘overall do-
mestic loss’ means any domestic loss to the 
extent such loss offsets taxable income from 
sources without the United States for the 
taxable year or for any preceding taxable 
year by reason of a carryback. For purposes 
of the preceding sentence, the term ‘domes-
tic loss’ means the amount by which the 
gross income for the taxable year from 
sources within the United States is exceeded 
by the sum of the deductions properly appor-
tioned or allocated thereto (determined 
without regard to any carryback from a sub-
sequent taxable year). 

‘‘(B) TAXPAYER MUST HAVE ELECTED FOR-
EIGN TAX CREDIT FOR YEAR OF LOSS.—The 
term ‘overall domestic loss’ shall not include 
any loss for any taxable year unless the tax-
payer chose the benefits of this subpart for 
such taxable year. 

‘‘(3) CHARACTERIZATION OF SUBSEQUENT IN-
COME.— 

‘‘(A) IN GENERAL.—Any income from 
sources within the United States that is 
treated as income from sources without the 
United States under paragraph (1) shall be 
allocated among and increase the income 
categories in proportion to the loss from 
sources within the United States previously 
allocated to those income categories. 

‘‘(B) INCOME CATEGORY.—For purposes of 
this paragraph, the term ‘income category’ 
has the meaning given such term by sub-
section (f)(5)(E)(i). 

‘‘(4) COORDINATION WITH SUBSECTION (f).— 
The Secretary shall prescribe such regula-
tions as may be necessary to coordinate the 
provisions of this subsection with the provi-
sions of subsection (f).’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 535(d)(2) is amended by striking 

‘‘section 904(g)(6)’’ and inserting ‘‘section 
904(h)(6)’’. 

(2) Subparagraph (A) of section 936(a)(2) is 
amended by striking ‘‘section 904(f)’’ and in-
serting ‘‘subsections (f) and (g) of section 
904’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to losses for 
taxable years beginning after December 31, 
2006. 

SEC. 205. INTEREST EXPENSE ALLOCATION 
RULES. 

(a) ELECTION TO ALLOCATE ON WORLDWIDE 
BASIS.—Section 864 is amended by redesig-
nating subsection (f) as subsection (g) and by 
inserting after subsection (e) the following 
new subsection: 

‘‘(f) ELECTION TO ALLOCATE INTEREST, ETC. 
ON WORLDWIDE BASIS.—For purposes of this 
subchapter, at the election of the worldwide 
affiliated group— 

‘‘(1) ALLOCATION AND APPORTIONMENT OF IN-
TEREST EXPENSE.— 
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‘‘(A) IN GENERAL.—The taxable income of 

each domestic corporation which is a mem-
ber of a worldwide affiliated group shall be 
determined by allocating and apportioning 
interest expense of each member as if all 
members of such group were a single cor-
poration. 

‘‘(B) TREATMENT OF WORLDWIDE AFFILIATED 
GROUP.—The taxable income of the domestic 
members of a worldwide affiliated group 
from sources outside the United States shall 
be determined by allocating and appor-
tioning the interest expense of such domestic 
members to such income in an amount equal 
to the excess (if any) of— 

‘‘(i) the total interest expense of the world-
wide affiliated group multiplied by the ratio 
which the foreign assets of the worldwide af-
filiated group bears to all the assets of the 
worldwide affiliated group, over 

‘‘(ii) the interest expense of all foreign cor-
porations which are members of the world-
wide affiliated group to the extent such in-
terest expense of such foreign corporations 
would have been allocated and apportioned 
to foreign source income if this subsection 
were applied to a group consisting of all the 
foreign corporations in such worldwide affili-
ated group. 

‘‘(C) WORLDWIDE AFFILIATED GROUP.—For 
purposes of this paragraph, the term ‘world-
wide affiliated group’ means a group con-
sisting of— 

‘‘(i) the includible members of an affiliated 
group (as defined in section 1504(a), deter-
mined without regard to paragraphs (2) and 
(4) of section 1504(b)), and 

‘‘(ii) all controlled foreign corporations in 
which such members in the aggregate meet 
the ownership requirements of section 
1504(a)(2) either directly or indirectly 
through applying paragraph (2) of section 
958(a) or through applying rules similar to 
the rules of such paragraph to stock owned 
directly or indirectly by domestic partner-
ships, trusts, or estates. 

‘‘(2) ALLOCATION AND APPORTIONMENT OF 
OTHER EXPENSES.—Expenses other than inter-
est which are not directly allocable or appor-
tioned to any specific income producing ac-
tivity shall be allocated and apportioned as 
if all members of the affiliated group were a 
single corporation. For purposes of the pre-
ceding sentence, the term ‘affiliated group’ 
has the meaning given such term by section 
1504 (determined without regard to para-
graph (4) of section 1504(b)). 

‘‘(3) TREATMENT OF TAX-EXEMPT ASSETS; 
BASIS OF STOCK IN NONAFFILIATED 10-PERCENT 
OWNED CORPORATIONS.—The rules of para-
graphs (3) and (4) of subsection (e) shall 
apply for purposes of this subsection, except 
that paragraph (4) shall be applied on a 
worldwide affiliated group basis. 

‘‘(4) TREATMENT OF CERTAIN FINANCIAL IN-
STITUTIONS.— 

‘‘(A) IN GENERAL.—For purposes of para-
graph (1), any corporation described in sub-
paragraph (B) shall be treated as an includ-
ible corporation for purposes of section 1504 
only for purposes of applying this subsection 
separately to corporations so described. 

‘‘(B) DESCRIPTION.—A corporation is de-
scribed in this subparagraph if— 

‘‘(i) such corporation is a financial institu-
tion described in section 581 or 591, 

‘‘(ii) the business of such financial institu-
tion is predominantly with persons other 
than related persons (within the meaning of 
subsection (d)(4)) or their customers, and 

‘‘(iii) such financial institution is required 
by State or Federal law to be operated sepa-
rately from any other entity which is not 
such an institution. 

‘‘(C) TREATMENT OF BANK AND FINANCIAL 
HOLDING COMPANIES.—To the extent provided 
in regulations— 

‘‘(i) a bank holding company (within the 
meaning of section 2(a) of the Bank Holding 
Company Act of 1956 (12 U.S.C. 1841(a)), 

‘‘(ii) a financial holding company (within 
the meaning of section 2(p) of the Bank Hold-
ing Company Act of 1956 (12 U.S.C. 1841(p)), 
and 

‘‘(iii) any subsidiary of a financial institu-
tion described in section 581 or 591, or of any 
such bank or financial holding company, if 
such subsidiary is predominantly engaged 
(directly or indirectly) in the active conduct 
of a banking, financing, or similar business, 
shall be treated as a corporation described in 
subparagraph (B). 

‘‘(5) ELECTION TO EXPAND FINANCIAL INSTI-
TUTION GROUP OF WORLDWIDE GROUP.— 

‘‘(A) IN GENERAL.—If a worldwide affiliated 
group elects the application of this sub-
section, all financial corporations which— 

‘‘(i) are members of such worldwide affili-
ated group, but 

‘‘(ii) are not corporations described in 
paragraph (4)(B), 
shall be treated as described in paragraph 
(4)(B) for purposes of applying paragraph 
(4)(A). This subsection (other than this para-
graph) shall apply to any such group in the 
same manner as this subsection (other than 
this paragraph) applies to the pre-election 
worldwide affiliated group of which such 
group is a part. 

‘‘(B) FINANCIAL CORPORATION.—For pur-
poses of this paragraph, the term ‘financial 
corporation’ means any corporation if at 
least 80 percent of its gross income is income 
described in section 904(d)(2)(C)(ii) and the 
regulations thereunder which is derived from 
transactions with persons who are not re-
lated (within the meaning of section 267(b) or 
707(b)(1)) to the corporation. For purposes of 
the preceding sentence, there shall be dis-
regarded any item of income or gain from a 
transaction or series of transactions a prin-
cipal purpose of which is the qualification of 
any corporation as a financial corporation. 

‘‘(C) ANTIABUSE RULES.—In the case of a 
corporation which is a member of an electing 
financial institution group, to the extent 
that such corporation— 

‘‘(i) distributes dividends or makes other 
distributions with respect to its stock after 
the date of the enactment of this paragraph 
to any member of the pre-election worldwide 
affiliated group (other than to a member of 
the electing financial institution group) in 
excess of the greater of— 

‘‘(I) its average annual dividend (expressed 
as a percentage of current earnings and prof-
its) during the 5-taxable-year period ending 
with the taxable year preceding the taxable 
year, or 

‘‘(II) 25 percent of its average annual earn-
ings and profits for such 5-taxable-year pe-
riod, or 

‘‘(ii) deals with any person in any manner 
not clearly reflecting the income of the cor-
poration (as determined under principles 
similar to the principles of section 482), 

an amount of indebtedness of the electing fi-
nancial institution group equal to the excess 
distribution or the understatement or over-
statement of income, as the case may be, 
shall be recharacterized (for the taxable year 
and subsequent taxable years) for purposes of 
this paragraph as indebtedness of the world-
wide affiliated group (excluding the electing 
financial institution group). If a corporation 
has not been in existence for 5 taxable years, 
this subparagraph shall be applied with re-
spect to the period it was in existence. 

‘‘(D) ELECTION.—An election under this 
paragraph with respect to any financial in-
stitution group may be made only by the 
common parent of the pre-election world-
wide affiliated group and may be made only 
for the first taxable year beginning after De-

cember 31, 2008, in which such affiliated 
group includes 1 or more financial corpora-
tions. Such an election, once made, shall 
apply to all financial corporations which are 
members of the electing financial institution 
group for such taxable year and all subse-
quent years unless revoked with the consent 
of the Secretary. 

‘‘(E) DEFINITIONS RELATING TO GROUPS.— 
For purposes of this paragraph— 

‘‘(i) PRE-ELECTION WORLDWIDE AFFILIATED 
GROUP.—The term ‘pre-election worldwide af-
filiated group’ means, with respect to a cor-
poration, the worldwide affiliated group of 
which such corporation would (but for an 
election under this paragraph) be a member 
for purposes of applying paragraph (1). 

‘‘(ii) ELECTING FINANCIAL INSTITUTION 
GROUP.—The term ‘electing financial institu-
tion group’ means the group of corporations 
to which this subsection applies separately 
by reason of the application of paragraph 
(4)(A) and which includes financial corpora-
tions by reason of an election under subpara-
graph (A). 

‘‘(F) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be appro-
priate to carry out this subsection, including 
regulations— 

‘‘(i) providing for the direct allocation of 
interest expense in other circumstances 
where such allocation would be appropriate 
to carry out the purposes of this subsection, 

‘‘(ii) preventing assets or interest expense 
from being taken into account more than 
once, and 

‘‘(iii) dealing with changes in members of 
any group (through acquisitions or other-
wise) treated under this paragraph as an af-
filiated group for purposes of this subsection. 

‘‘(6) ELECTION.—An election to have this 
subsection apply with respect to any world-
wide affiliated group may be made only by 
the common parent of the domestic affili-
ated group referred to in paragraph (1)(C) 
and may be made only for the first taxable 
year beginning after December 31, 2008, in 
which a worldwide affiliated group exists 
which includes such affiliated group and at 
least 1 foreign corporation. Such an election, 
once made, shall apply to such common par-
ent and all other corporations which are 
members of such worldwide affiliated group 
for such taxable year and all subsequent 
years unless revoked with the consent of the 
Secretary.’’. 

(b) EXPANSION OF REGULATORY AUTHOR-
ITY.—Paragraph (7) of section 864(e) is 
amended— 

(1) by inserting before the comma at the 
end of subparagraph (B) ‘‘and in other cir-
cumstances where such allocation would be 
appropriate to carry out the purposes of this 
subsection’’, and 

(2) by striking ‘‘and’’ at the end of subpara-
graph (E), by redesignating subparagraph (F) 
as subparagraph (G), and by inserting after 
subparagraph (E) the following new subpara-
graph: 

‘‘(F) preventing assets or interest expense 
from being taken into account more than 
once, and’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2008. 
SEC. 206. DETERMINATION OF FOREIGN PER-

SONAL HOLDING COMPANY INCOME 
WITH RESPECT TO TRANSACTIONS 
IN COMMODITIES. 

(a) IN GENERAL.—Clauses (i) and (ii) of sec-
tion 954(c)(1)(C) (relating to commodity 
transactions) are amended to read as follows: 

‘‘(i) arise out of commodity hedging trans-
actions (as defined in paragraph (4)(A)), 

‘‘(ii) are active business gains or losses 
from the sale of commodities, but only if 
substantially all of the controlled foreign 
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corporation’s commodities are property de-
scribed in paragraph (1), (2), or (8) of section 
1221(a), or’’. 

(b) DEFINITION AND SPECIAL RULES.—Sub-
section (c) of section 954 is amended by add-
ing after paragraph (3) the following new 
paragraph: 

‘‘(4) DEFINITION AND SPECIAL RULES RELAT-
ING TO COMMODITY TRANSACTIONS.— 

‘‘(A) COMMODITY HEDGING TRANSACTIONS.— 
For purposes of paragraph (1)(C)(i), the term 
‘commodity hedging transaction’ means any 
transaction with respect to a commodity if 
such transaction— 

‘‘(i) is a hedging transaction as defined in 
section 1221(b)(2), determined— 

‘‘(I) without regard to subparagraph (A)(ii) 
thereof, 

‘‘(II) by applying subparagraph (A)(i) there-
of by substituting ‘ordinary property or 
property described in section 1231(b)’ for ‘or-
dinary property’, and 

‘‘(III) by substituting ‘controlled foreign 
corporation’ for ‘taxpayer’ each place it ap-
pears, and 

‘‘(ii) is clearly identified as such in accord-
ance with section 1221(a)(7). 

‘‘(B) TREATMENT OF DEALER ACTIVITIES 
UNDER PARAGRAPH (1)(C).—Commodities with 
respect to which gains and losses are not 
taken into account under paragraph (2)(C) in 
computing a controlled foreign corporation’s 
foreign personal holding company income 
shall not be taken into account in applying 
the substantially all test under paragraph 
(1)(C)(ii) to such corporation. 

‘‘(C) REGULATIONS.—The Secretary shall 
prescribe such regulations as are appropriate 
to carry out the purposes of paragraph (1)(C) 
in the case of transactions involving related 
parties.’’. 

(c) MODIFICATION OF EXCEPTION FOR DEAL-
ERS.—Clause (i) of section 954(c)(2)(C) is 
amended by inserting ‘‘and transactions in-
volving physical settlement’’ after ‘‘(includ-
ing hedging transactions’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after December 31, 2004. 
Subtitle B—International Tax Simplification 

SEC. 211. REPEAL OF FOREIGN PERSONAL HOLD-
ING COMPANY RULES AND FOREIGN 
INVESTMENT COMPANY RULES. 

(a) GENERAL RULE.—The following provi-
sions are hereby repealed: 

(1) Part III of subchapter G of chapter 1 
(relating to foreign personal holding compa-
nies). 

(2) Section 1246 (relating to gain on foreign 
investment company stock). 

(3) Section 1247 (relating to election by for-
eign investment companies to distribute in-
come currently). 

(b) EXEMPTION OF FOREIGN CORPORATIONS 
FROM PERSONAL HOLDING COMPANY RULES.— 

(1) IN GENERAL.—Subsection (c) of section 
542 (relating to exceptions) is amended— 

(A) by striking paragraph (5) and inserting 
the following: 

‘‘(5) a foreign corporation,’’, 
(B) by striking paragraphs (7) and (10) and 

by redesignating paragraphs (8) and (9) as 
paragraphs (7) and (8), respectively, 

(C) by inserting ‘‘and’’ at the end of para-
graph (7) (as so redesignated), and 

(D) by striking ‘‘; and’’ at the end of para-
graph (8) (as so redesignated) and inserting a 
period. 

(2) TREATMENT OF INCOME FROM PERSONAL 
SERVICE CONTRACTS.—Paragraph (1) of section 
954(c) is amended by adding at the end the 
following new subparagraph: 

‘‘(I) PERSONAL SERVICE CONTRACTS.— 
‘‘(i) Amounts received under a contract 

under which the corporation is to furnish 
personal services if— 

‘‘(I) some person other than the corpora-
tion has the right to designate (by name or 

by description) the individual who is to per-
form the services, or 

‘‘(II) the individual who is to perform the 
services is designated (by name or by de-
scription) in the contract, and 

‘‘(ii) amounts received from the sale or 
other disposition of such a contract. 

This subparagraph shall apply with respect 
to amounts received for services under a par-
ticular contract only if at some time during 
the taxable year 25 percent or more in value 
of the outstanding stock of the corporation 
is owned, directly or indirectly, by or for the 
individual who has performed, is to perform, 
or may be designated (by name or by descrip-
tion) as the one to perform, such services.’’. 

(c) CONFORMING AMENDMENTS.— 
(1) Section 1(h) is amended— 
(A) in paragraph (10), by inserting ‘‘and’’ at 

the end of subparagraph (F), by striking sub-
paragraph (G), and by redesignating subpara-
graph (H) as subparagraph (G), and 

(B) by striking ‘‘a foreign personal holding 
company (as defined in section 552), a foreign 
investment company (as defined in section 
1246(b)), or’’ in paragraph (11)(C)(iii). 

(2) Section 163(e)(3)(B), as amended by this 
Act, is amended by striking ‘‘which is a for-
eign personal holding company (as defined in 
section 552), a controlled foreign corporation 
(as defined in section 957), or’’ and inserting 
‘‘which is a controlled foreign corporation 
(as defined in section 957) or’’. 

(3) Paragraph (2) of section 171(c) is amend-
ed— 

(A) by striking ‘‘, or by a foreign personal 
holding company, as defined in section 552’’, 
and 

(B) by striking ‘‘, or foreign personal hold-
ing company’’. 

(4) Paragraph (2) of section 245(a) is amend-
ed by striking ‘‘foreign personal holding 
company or’’. 

(5) Section 267(a)(3)(B), as amended by this 
Act, is amended by striking ‘‘to a foreign 
personal holding company (as defined in sec-
tion 552), a controlled foreign corporation (as 
defined in section 957), or’’ and inserting ‘‘to 
a controlled foreign corporation (as defined 
in section 957) or’’. 

(6) Section 312 is amended by striking sub-
section (j). 

(7) Subsection (m) of section 312 is amend-
ed by striking ‘‘, a foreign investment com-
pany (within the meaning of section 1246(b)), 
or a foreign personal holding company (with-
in the meaning of section 552)’’. 

(8) Subsection (e) of section 443 is amended 
by striking paragraph (3) and by redesig-
nating paragraphs (4) and (5) as paragraphs 
(3) and (4), respectively. 

(9) Subparagraph (B) of section 465(c)(7) is 
amended by adding ‘‘or’’ at the end of clause 
(i), by striking clause (ii), and by redesig-
nating clause (iii) as clause (ii). 

(10) Paragraph (1) of section 543(b) is 
amended by inserting ‘‘and’’ at the end of 
subparagraph (A), by striking ‘‘, and’’ at the 
end of subparagraph (B) and inserting a pe-
riod, and by striking subparagraph (C). 

(11) Paragraph (1) of section 562(b) is 
amended by striking ‘‘or a foreign personal 
holding company described in section 552’’. 

(12) Section 563 is amended— 
(A) by striking subsection (c), 
(B) by redesignating subsection (d) as sub-

section (c), and 
(C) by striking ‘‘subsection (a), (b), or (c)’’ 

in subsection (c) (as so redesignated) and in-
serting ‘‘subsection (a) or (b)’’. 

(13) Subsection (d) of section 751 is amend-
ed by adding ‘‘and’’ at the end of paragraph 
(2), by striking paragraph (3), by redesig-
nating paragraph (4) as paragraph (3), and by 
striking ‘‘paragraph (1), (2), or (3)’’ in para-
graph (3) (as so redesignated) and inserting 
‘‘paragraph (1) or (2)’’. 

(14) Paragraph (2) of section 864(d) is 
amended by striking subparagraph (A) and 
by redesignating subparagraphs (B) and (C) 
as subparagraphs (A) and (B), respectively. 

(15)(A) Subparagraph (A) of section 
898(b)(1) is amended to read as follows: 

‘‘(A) which is treated as a controlled for-
eign corporation for any purpose under sub-
part F of part III of this subchapter, and’’. 

(B) Subparagraph (B) of section 898(b)(2) is 
amended by striking ‘‘and sections 551(f) and 
554, whichever are applicable,’’. 

(C) Paragraph (3) of section 898(b) is 
amended to read as follows: 

‘‘(3) UNITED STATES SHAREHOLDER.—The 
term ‘United States shareholder’ has the 
meaning given to such term by section 
951(b), except that, in the case of a foreign 
corporation having related person insurance 
income (as defined in section 953(c)(2)), the 
Secretary may treat any person as a United 
States shareholder for purposes of this sec-
tion if such person is treated as a United 
States shareholder under section 953(c)(1).’’. 

(D) Subsection (c) of section 898 is amended 
to read as follows: 

‘‘(c) DETERMINATION OF REQUIRED YEAR.— 
‘‘(1) IN GENERAL.—The required year is— 
‘‘(A) the majority U.S. shareholder year, or 
‘‘(B) if there is no majority U.S. share-

holder year, the taxable year prescribed 
under regulations. 

‘‘(2) 1-MONTH DEFERRAL ALLOWED.—A speci-
fied foreign corporation may elect, in lieu of 
the taxable year under paragraph (1)(A), a 
taxable year beginning 1 month earlier than 
the majority U.S. shareholder year. 

‘‘(3) MAJORITY U.S. SHAREHOLDER YEAR.— 
‘‘(A) IN GENERAL.—For purposes of this sub-

section, the term ‘majority U.S. shareholder 
year’ means the taxable year (if any) which, 
on each testing day, constituted the taxable 
year of— 

‘‘(i) each United States shareholder de-
scribed in subsection (b)(2)(A), and 

‘‘(ii) each United States shareholder not 
described in clause (i) whose stock was treat-
ed as owned under subsection (b)(2)(B) by any 
shareholder described in such clause. 

‘‘(B) TESTING DAY.—The testing days shall 
be— 

‘‘(i) the first day of the corporation’s tax-
able year (determined without regard to this 
section), or 

‘‘(ii) the days during such representative 
period as the Secretary may prescribe.’’. 

(16) Clause (ii) of section 904(d)(2)(A) is 
amended to read as follows: 

‘‘(ii) CERTAIN AMOUNTS INCLUDED.—Except 
as provided in clause (iii), the term ‘passive 
income’ includes, except as provided in sub-
paragraph (E)(iii) or paragraph (3)(I), any 
amount includible in gross income under sec-
tion 1293 (relating to certain passive foreign 
investment companies).’’. 

(17)(A) Subparagraph (A) of section 
904(g)(1), as redesignated by section 204, is 
amended by adding ‘‘or’’ at the end of clause 
(i), by striking clause (ii), and by redesig-
nating clause (iii) as clause (ii). 

(B) The paragraph heading of paragraph (2) 
of section 904(g), as so redesignated, is 
amended by striking ‘‘FOREIGN PERSONAL 
HOLDING OR’’. 

(18) Section 951 is amended by striking sub-
sections (c) and (d) and by redesignating sub-
sections (e) and (f) as subsections (c) and (d), 
respectively. 

(19) Paragraph (3) of section 989(b) is 
amended by striking ‘‘, 551(a),’’. 

(20) Paragraph (5) of section 1014(b) is 
amended by inserting ‘‘and before January 1, 
2005,’’ after ‘‘August 26, 1937,’’. 

(21) Subsection (a) of section 1016 is amend-
ed by striking paragraph (13). 

(22)(A) Paragraph (3) of section 1212(a) is 
amended to read as follows: 
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‘‘(3) SPECIAL RULES ON CARRYBACKS.—A net 

capital loss of a corporation shall not be car-
ried back under paragraph (1)(A) to a taxable 
year— 

‘‘(A) for which it is a regulated investment 
company (as defined in section 851), or 

‘‘(B) for which it is a real estate invest-
ment trust (as defined in section 856).’’. 

(B) The amendment made by subparagraph 
(A) shall apply to taxable years beginning 
after December 31, 2004. 

(23) Section 1223 is amended by striking 
paragraph (10) and by redesignating the fol-
lowing paragraphs accordingly. 

(24) Subsection (d) of section 1248 is amend-
ed by striking paragraph (5) and by redesig-
nating paragraphs (6) and (7) as paragraphs 
(5) and (6), respectively. 

(25) Paragraph (2) of section 1260(c) is 
amended by striking subparagraphs (H) and 
(I) and by redesignating subparagraph (J) as 
subparagraph (H). 

(26)(A) Subparagraph (F) of section 
1291(b)(3) is amended by striking ‘‘551(d), 
959(a),’’ and inserting ‘‘959(a)’’. 

(B) Subsection (e) of section 1291 is amend-
ed by inserting ‘‘(as in effect on the day be-
fore the date of the enactment of the 
Jumpstart Our Business Strength (JOBS) 
Act)’’ after ‘‘section 1246’’. 

(27) Paragraph (2) of section 1294(a) is 
amended to read as follows: 

‘‘(2) ELECTION NOT PERMITTED WHERE 
AMOUNTS OTHERWISE INCLUDIBLE UNDER SEC-
TION 951.—The taxpayer may not make an 
election under paragraph (1) with respect to 
the undistributed PFIC earnings tax liability 
attributable to a qualified electing fund for 
the taxable year if any amount is includible 
in the gross income of the taxpayer under 
section 951 with respect to such fund for such 
taxable year.’’. 

(28) Section 6035 is hereby repealed. 
(29) Subparagraph (D) of section 6103(e)(1) 

is amended by striking clause (iv) and redes-
ignating clauses (v) and (vi) as clauses (iv) 
and (v), respectively. 

(30) Subparagraph (B) of section 6501(e)(1) 
is amended to read as follows: 

‘‘(B) CONSTRUCTIVE DIVIDENDS.—If the tax-
payer omits from gross income an amount 
properly includible therein under section 
951(a), the tax may be assessed, or a pro-
ceeding in court for the collection of such 
tax may be done without assessing, at any 
time within 6 years after the return was 
filed.’’. 

(31) Subsection (a) of section 6679 is amend-
ed— 

(A) by striking ‘‘6035, 6046, and 6046A’’ in 
paragraph (1) and inserting ‘‘6046 and 6046A’’, 
and 

(B) by striking paragraph (3). 
(32) Sections 170(f)(10)(A), 508(d), 4947, and 

4948(c)(4) are each amended by striking 
‘‘556(b)(2),’’ each place it appears. 

(33) The table of parts for subchapter G of 
chapter 1 is amended by striking the item re-
lating to part III. 

(34) The table of sections for part IV of sub-
chapter P of chapter 1 is amended by strik-
ing the items relating to sections 1246 and 
1247. 

(35) The table of sections for subpart A of 
part III of subchapter A of chapter 61 is 
amended by striking the item relating to 
section 6035. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years of foreign corporations beginning after 
December 31, 2004, and to taxable years of 
United States shareholders with or within 
which such taxable years of foreign corpora-
tions end. 
SEC. 212. EXPANSION OF DE MINIMIS RULE 

UNDER SUBPART F. 
(a) IN GENERAL.—Clause (ii) of section 

954(b)(3)(A) (relating to de minimis, etc., 

rules) is amended by striking ‘‘$1,000,000’’ 
and inserting ‘‘$5,000,000’’. 

(b) TECHNICAL AMENDMENTS.— 
(1) Clause (ii) of section 864(d)(5)(A) is 

amended by striking ‘‘$1,000,000’’ and insert-
ing ‘‘$5,000,000’’. 

(2) Clause (i) of section 881(c)(5)(A) is 
amended by striking ‘‘$1,000,000’’ and insert-
ing ‘‘$5,000,000’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years of foreign corporations beginning after 
December 31, 2004, and to taxable years of 
United States shareholders with or within 
which such taxable years of foreign corpora-
tions end. 
SEC. 213. ATTRIBUTION OF STOCK OWNERSHIP 

THROUGH PARTNERSHIPS TO APPLY 
IN DETERMINING SECTION 902 AND 
960 CREDITS. 

(a) IN GENERAL.—Subsection (c) of section 
902 is amended by redesignating paragraph 
(7) as paragraph (8) and by inserting after 
paragraph (6) the following new paragraph: 

‘‘(7) CONSTRUCTIVE OWNERSHIP THROUGH 
PARTNERSHIPS.—Stock owned, directly or in-
directly, by or for a partnership shall be con-
sidered as being owned proportionately by 
its partners. Stock considered to be owned 
by a person by reason of the preceding sen-
tence shall, for purposes of applying such 
sentence, be treated as actually owned by 
such person. The Secretary may prescribe 
such regulations as may be necessary to 
carry out the purposes of this paragraph, in-
cluding rules to account for special partner-
ship allocations of dividends, credits, and 
other incidents of ownership of stock in de-
termining proportionate ownership.’’. 

(b) CLARIFICATION OF COMPARABLE ATTRIBU-
TION UNDER SECTION 901(b)(5).—Paragraph (5) 
of section 901(b) is amended by striking ‘‘any 
individual’’ and inserting ‘‘any person’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxes of 
foreign corporations for taxable years of 
such corporations beginning after the date of 
the enactment of this Act. 
SEC. 214. APPLICATION OF UNIFORM CAPITAL-

IZATION RULES TO FOREIGN PER-
SONS. 

(a) IN GENERAL.—Section 263A(c) (relating 
to exceptions) is amended by adding at the 
end the following new paragraph: 

‘‘(7) FOREIGN PERSONS.—Except for pur-
poses of applying sections 871(b)(1) and 
882(a)(1), this section shall not apply to any 
taxpayer who is not a United States person if 
such taxpayer capitalizes costs of produced 
property or property acquired for resale by 
applying the method used to ascertain the 
income, profit, or loss for purposes of reports 
or statements to shareholders, partners, 
other proprietors, or beneficiaries, or for 
credit purposes.’’. 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendment made by 

subsection (a) shall apply to taxable years 
beginning after December 31, 2004. 

(2) CHANGE IN METHOD OF ACCOUNTING.—In 
the case of any taxpayer required by the 
amendment made by this section to change 
its method of accounting for its first taxable 
year beginning after December 31, 2004— 

(A) such change shall be treated as initi-
ated by the taxpayer, 

(B) such change shall be treated as made 
with the consent of the Secretary of the 
Treasury, and 

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481 of the Internal Rev-
enue Code of 1986 shall be taken into account 
in such first year. 
SEC. 215. REPEAL OF WITHHOLDING TAX ON DIVI-

DENDS FROM CERTAIN FOREIGN 
CORPORATIONS. 

(a) IN GENERAL.—Paragraph (2) of section 
871(i) (relating to tax not to apply to certain 

interest and dividends) is amended by adding 
at the end the following new subparagraph: 

‘‘(D) Dividends paid by a foreign corpora-
tion which are treated under section 
861(a)(2)(B) as income from sources within 
the United States.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to payments 
made after December 31, 2004. 
SEC. 216. REPEAL OF SPECIAL CAPITAL GAINS 

TAX ON ALIENS PRESENT IN THE 
UNITED STATES FOR 183 DAYS OR 
MORE. 

(a) IN GENERAL.—Subsection (a) of section 
871 is amended by striking paragraph (2) and 
by redesignating paragraph (3) as paragraph 
(2). 

(b) CONFORMING AMENDMENT.—Section 
1441(g) is amended is amended by striking 
‘‘section 871(a)(3)’’ and inserting ‘‘section 
871(a)(2)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 

Subtitle C—Additional International Tax 
Provisions 

SEC. 221. ACTIVE LEASING INCOME FROM AIR-
CRAFT AND VESSELS. 

(a) IN GENERAL.—Section 954(c)(2) is 
amended by adding at the end the following 
new subparagraph: 

‘‘(D) CERTAIN RENTS, ETC.— 
‘‘(i) IN GENERAL.—Foreign personal holding 

company income shall not include qualified 
leasing income derived from or in connection 
with the leasing or rental of any aircraft or 
vessel. 

‘‘(ii) QUALIFIED LEASING INCOME.—For pur-
poses of this subparagraph, the term ‘quali-
fied leasing income’ means rents and gains 
derived in the active conduct of a trade or 
business of leasing with respect to which the 
controlled foreign corporation conducts sub-
stantial activity, but only if— 

‘‘(I) the leased property is used by the les-
see or other end-user in foreign commerce 
and predominantly outside the United 
States, and 

‘‘(II) the lessee or other end-user is not a 
related person (as defined in subsection 
(d)(3)). 

Any amount not treated as foreign personal 
holding income under this subparagraph 
shall not be treated as foreign base company 
shipping income.’’. 

(b) CONFORMING AMENDMENT.—Section 
954(c)(1)(B) is amended by inserting ‘‘or 
(2)(D)’’ after ‘‘paragraph (2)(A)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years of foreign corporations beginning after 
December 31, 2006, and to taxable years of 
United States shareholders with or within 
which such taxable years of foreign corpora-
tions end. 
SEC. 222. LOOK-THRU TREATMENT OF PAYMENTS 

BETWEEN RELATED CONTROLLED 
FOREIGN CORPORATIONS UNDER 
FOREIGN PERSONAL HOLDING COM-
PANY INCOME RULES. 

(a) IN GENERAL.—Subsection (c) of section 
954, as amended by this Act, is amended by 
adding after paragraph (4) the following new 
paragraph: 

‘‘(5) LOOK-THRU IN THE CASE OF RELATED 
CONTROLLED FOREIGN CORPORATIONS.—For 
purposes of this subsection, dividends, inter-
est, rents, and royalties received or accrued 
from a controlled foreign corporation which 
is a related person (as defined in subsection 
(b)(9)) shall not be treated as foreign per-
sonal holding company income to the extent 
attributable or properly allocable (deter-
mined under rules similar to the rules of sub-
paragraphs (C) and (D) of section 904(d)(3)) to 
income of the related person which is not 
subpart F income (as defined in section 952). 
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The Secretary shall prescribe such regula-
tions as may be appropriate to prevent the 
abuse of the purposes of this paragraph.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years of foreign corporations beginning after 
December 31, 2004, and to taxable years of 
United States shareholders with or within 
which such taxable years of foreign corpora-
tions end. 
SEC. 223. LOOK-THRU TREATMENT FOR SALES OF 

PARTNERSHIP INTERESTS. 
(a) IN GENERAL.—Section 954(c) (defining 

foreign personal holding company income), 
as amended by this Act, is amended by add-
ing after paragraph (5) the following new 
paragraph: 

‘‘(6) LOOK-THRU RULE FOR CERTAIN PARTNER-
SHIP SALES.— 

‘‘(A) IN GENERAL.—In the case of any sale 
by a controlled foreign corporation of an in-
terest in a partnership with respect to which 
such corporation is a 25-percent owner, such 
corporation shall be treated for purposes of 
this subsection as selling the proportionate 
share of the assets of the partnership attrib-
utable to such interest. The Secretary shall 
prescribe such regulations as may be appro-
priate to prevent abuse of the purposes of 
this paragraph, including regulations pro-
viding for coordination of this paragraph 
with the provisions of subchapter K. 

‘‘(B) 25-PERCENT OWNER.—For purposes of 
this paragraph, the term ‘25-percent owner’ 
means a controlled foreign corporation 
which owns directly 25 percent or more of 
the capital or profits interest in a partner-
ship. For purposes of the preceding sentence, 
if a controlled foreign corporation is a share-
holder or partner of a corporation or part-
nership, the controlled foreign corporation 
shall be treated as owning directly its pro-
portionate share of any such capital or prof-
its interest held directly or indirectly by 
such corporation or partnership’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years of foreign corporations beginning after 
December 31, 2004, and to taxable years of 
United States shareholders with or within 
which such taxable years of foreign corpora-
tions end. 
SEC. 224. ELECTION NOT TO USE AVERAGE EX-

CHANGE RATE FOR FOREIGN TAX 
PAID OTHER THAN IN FUNCTIONAL 
CURRENCY. 

(a) IN GENERAL.—Paragraph (1) of section 
986(a) (relating to determination of foreign 
taxes and foreign corporation’s earnings and 
profits) is amended by redesignating sub-
paragraph (D) as subparagraph (E) and by in-
serting after subparagraph (C) the following 
new subparagraph: 

‘‘(D) ELECTIVE EXCEPTION FOR TAXES PAID 
OTHER THAN IN FUNCTIONAL CURRENCY.— 

‘‘(i) IN GENERAL.—At the election of the 
taxpayer, subparagraph (A) shall not apply 
to any foreign income taxes the liability for 
which is denominated in any currency other 
than in the taxpayer’s functional currency. 

‘‘(ii) APPLICATION TO QUALIFIED BUSINESS 
UNITS.—An election under this subparagraph 
may apply to foreign income taxes attrib-
utable to a qualified business unit in accord-
ance with regulations prescribed by the Sec-
retary. 

‘‘(iii) ELECTION.—Any such election shall 
apply to the taxable year for which made and 
all subsequent taxable years unless revoked 
with the consent of the Secretary.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2004. 
SEC. 225. TREATMENT OF INCOME TAX BASE DIF-

FERENCES. 
(a) IN GENERAL.—Paragraph (2) of section 

904(d) is amended by redesignating subpara-
graphs (H) and (I) as subparagraphs (I) and 

(J), respectively, and by inserting after sub-
paragraph (G) the following new subpara-
graph: 

‘‘(H) TREATMENT OF INCOME TAX BASE DIF-
FERENCES.— 

‘‘(i) IN GENERAL.—A taxpayer may elect to 
treat tax imposed under the law of a foreign 
country or possession of the United States 
on an amount which does not constitute in-
come under United States tax principles as 
tax imposed on income described in subpara-
graph (C) or (I) of paragraph (1). 

‘‘(ii) ELECTION IRREVOCABLE.—Any such 
election shall apply to the taxable year for 
which made and all subsequent taxable years 
unless revoked with the consent of the Sec-
retary.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after the date of the enactment 
of this Act. 
SEC. 226. MODIFICATION OF EXCEPTIONS UNDER 

SUBPART F FOR ACTIVE FINANCING. 
(a) IN GENERAL.—Section 954(h)(3) is 

amended by adding at the end the following: 
‘‘(E) DIRECT CONDUCT OF ACTIVITIES.—For 

purposes of subparagraph (A)(ii)(II), an activ-
ity shall be treated as conducted directly by 
an eligible controlled foreign corporation or 
qualified business unit in its home country if 
the activity is performed by employees of a 
related person and— 

‘‘(i) the related person is an eligible con-
trolled foreign corporation the home country 
of which is the same as the home country of 
the corporation or unit to which subpara-
graph (A)(ii)(II) is being applied, 

‘‘(ii) the activity is performed in the home 
country of the related person, and 

‘‘(iii) the related person is compensated on 
an arm’s-length basis for the performance of 
the activity by its employees and such com-
pensation is treated as earned by such person 
in its home country for purposes of the home 
country’s tax laws.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years of such foreign corporations beginning 
after December 31, 2004, and to taxable years 
of United States shareholders with or within 
which such taxable years of such foreign cor-
porations end. 
SEC. 227. UNITED STATES PROPERTY NOT TO IN-

CLUDE CERTAIN ASSETS OF CON-
TROLLED FOREIGN CORPORATION. 

(a) IN GENERAL.—Section 956(c)(2) (relating 
to exceptions from property treated as 
United States property) is amended by strik-
ing ‘‘and’’ at the end of subparagraph (J), by 
striking the period at the end of subpara-
graph (K) and inserting a semicolon, and by 
adding at the end the following new subpara-
graphs: 

‘‘(L) securities acquired and held by a con-
trolled foreign corporation in the ordinary 
course of its business as a dealer in securi-
ties if— 

‘‘(i) the dealer accounts for the securities 
as securities held primarily for sale to cus-
tomers in the ordinary course of business, 
and 

‘‘(ii) the dealer disposes of the securities 
(or such securities mature while held by the 
dealer) within a period consistent with the 
holding of securities for sale to customers in 
the ordinary course of business; and 

‘‘(M) an obligation of a United States per-
son which— 

‘‘(i) is not a domestic corporation, and 
‘‘(ii) is not— 
‘‘(I) a United States shareholder (as defined 

in section 951(b)) of the controlled foreign 
corporation, or 

‘‘(II) a partnership, estate, or trust in 
which the controlled foreign corporation, or 
any related person (as defined in section 
954(d)(3)), is a partner, beneficiary, or trustee 
immediately after the acquisition of any ob-

ligation of such partnership, estate, or trust 
by the controlled foreign corporation.’’. 

(b) CONFORMING AMENDMENT.—Section 
956(c)(2) is amended by striking ‘‘and (K)’’ in 
the last sentence and inserting ‘‘, (K), and 
(L)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years of foreign corporations beginning after 
December 31, 2004, and to taxable years of 
United States shareholders with or within 
which such taxable years of foreign corpora-
tions end. 
SEC. 228. PROVIDE EQUAL TREATMENT FOR IN-

TEREST PAID BY FOREIGN PART-
NERSHIPS AND FOREIGN CORPORA-
TIONS. 

(a) IN GENERAL.—Paragraph (1) of section 
861(a) is amended by striking ‘‘and’’ at the 
end of subparagraph (A), by striking the pe-
riod at the end of subparagraph (B) and in-
serting ‘‘, and’’, and by adding at the end the 
following new subparagraph: 

‘‘(C) in the case of a foreign partnership in 
which United States persons do not hold di-
rectly or indirectly 20 percent or more of ei-
ther the capital or profits interests, any in-
terest not paid by a trade or business en-
gaged in by the partnership in the United 
States and not allocable to income which is 
effectively connected (or treated as effec-
tively connected) with the conduct of a trade 
or business in the United States.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 229. CLARIFICATION OF TREATMENT OF 

CERTAIN TRANSFERS OF INTAN-
GIBLE PROPERTY. 

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 367(d)(2) is amended by adding at the 
end the following new sentence: ‘‘For pur-
poses of applying section 904(d), any such 
amount shall be treated in the same manner 
as if such amount were a royalty.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to amounts 
treated as received pursuant to section 
367(d)(2) of the Internal Revenue Code of 1986 
on or after August 5, 1997. 
SEC. 230. MODIFICATION OF THE TREATMENT OF 

CERTAIN REIT DISTRIBUTIONS AT-
TRIBUTABLE TO GAIN FROM SALES 
OR EXCHANGES OF UNITED STATES 
REAL PROPERTY INTERESTS. 

(a) IN GENERAL.—Paragraph (1) of section 
897(h) (relating to look-through of distribu-
tions) is amended by adding at the end the 
following new sentence: ‘‘Notwithstanding 
the preceding sentence, any distribution by a 
REIT with respect to any class of stock 
which is regularly traded on an established 
securities market located in the United 
States shall not be treated as gain recog-
nized from the sale or exchange of a United 
States real property interest if the share-
holder did not own more than 5 percent of 
such class of stock at any time during the 
taxable year.’’. 

(b) CONFORMING AMENDMENT.—Paragraph 
(3) of section 857(b) (relating to capital gains) 
is amended by adding at the end the fol-
lowing new subparagraph: 

‘‘(F) CERTAIN DISTRIBUTIONS.—In the case 
of a shareholder of a real estate investment 
trust to whom section 897 does not apply by 
reason of the second sentence of section 
897(h)(1), the amount which would be in-
cluded in computing long-term capital gains 
for such shareholder under subparagraph (B) 
or (D) (without regard to this subpara-
graph)— 

‘‘(i) shall not be included in computing 
such shareholder’s long-term capital gains, 
and 

‘‘(ii) shall be included in such shareholder’s 
gross income as a dividend from the real es-
tate investment trust.’’. 
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(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 231. TOLL TAX ON EXCESS QUALIFIED FOR-

EIGN DISTRIBUTION AMOUNT. 
(a) IN GENERAL.—Subpart F of part III of 

subchapter N of chapter 1 is amended by add-
ing at the end the following new section: 
‘‘SEC. 965. TOLL TAX IMPOSED ON EXCESS QUALI-

FIED FOREIGN DISTRIBUTION 
AMOUNT. 

‘‘(a) TOLL TAX IMPOSED ON EXCESS QUALI-
FIED FOREIGN DISTRIBUTION AMOUNT.—If a 
corporation elects the application of this 
section, a tax shall be imposed on the tax-
payer in an amount equal to 5.25 percent of— 

‘‘(1) the taxpayer’s excess qualified foreign 
distribution amount, and 

‘‘(2) the amount determined under section 
78 which is attributable to such excess quali-
fied foreign distribution amount. 
Such tax shall be imposed in lieu of the tax 
imposed under section 11 or 55 on the 
amounts described in paragraphs (1) and (2) 
for such taxable year. 

‘‘(b) EXCESS QUALIFIED FOREIGN DISTRIBU-
TION AMOUNT.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘excess quali-
fied foreign distribution amount’ means the 
excess (if any) of— 

‘‘(A) the aggregate dividends received by 
the taxpayer during the taxable year which 
are— 

‘‘(i) from 1 or more corporations which are 
controlled foreign corporations in which the 
taxpayer is a United States shareholder on 
the date such dividends are paid, and 

‘‘(ii) described in a domestic reinvestment 
plan which— 

‘‘(I) is approved by the taxpayer’s presi-
dent, chief executive officer, or comparable 
official before the payment of such dividends 
and subsequently approved by the taxpayer’s 
board of directors, management committee, 
executive committee, or similar body, and 

‘‘(II) provides for the reinvestment of such 
dividends in the United States (other than as 
payment for executive compensation), in-
cluding as a source for the funding of worker 
hiring and training, infrastructure, research 
and development, capital investments, or the 
financial stabilization of the corporation for 
the purposes of job retention or creation, 
over 

‘‘(B) the base dividend amount. 
‘‘(2) BASE DIVIDEND AMOUNT.—The term 

‘base dividend amount’ means an amount 
designated under subsection (c)(7), but not 
less than the average amount of dividends 
received during the fixed base period from 1 
or more corporations which are controlled 
foreign corporations in which the taxpayer is 
a United States shareholder on the date such 
dividends are paid. 

‘‘(3) FIXED BASE PERIOD.— 
‘‘(A) IN GENERAL.—The term ‘fixed base pe-

riod’ means each of 3 taxable years which are 
among the 5 most recent taxable years of the 
taxpayer ending on or before December 31, 
2002, determined by disregarding— 

‘‘(i) the 1 taxable year for which the tax-
payer had the highest amount of dividends 
from 1 or more corporations which are con-
trolled foreign corporations relative to the 
other 4 taxable years, and 

‘‘(ii) the 1 taxable year for which the tax-
payer had the lowest amount of dividends 
from such corporations relative to the other 
4 taxable years. 

‘‘(B) SHORTER PERIOD.—If the taxpayer has 
fewer than 5 taxable years ending on or be-
fore December 31, 2002, then in lieu of apply-
ing subparagraph (A), the fixed base period 
shall include all the taxable years of the tax-
payer ending on or before December 31, 2002. 

‘‘(c) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section— 

‘‘(1) DIVIDENDS.—The term ‘dividend’ has 
the meaning given such term by section 316, 
except that the term shall include amounts 
described in section 951(a)(1)(B), but shall not 
include amounts described in sections 78 and 
959. 

‘‘(2) CONTROLLED FOREIGN CORPORATIONS 
AND UNITED STATES SHAREHOLDERS.—The 
term ‘controlled foreign corporation’ has the 
meaning given such term by section 957(a) 
and the term ‘United States shareholder’ has 
the meaning given such term by section 
951(b). 

‘‘(3) FOREIGN TAX CREDITS.—The amount of 
any income, war, profits, or excess profit 
taxes paid (or deemed paid under sections 902 
and 960) or accrued by the taxpayer with re-
spect to the excess qualified foreign distribu-
tion amount for which a credit would be al-
lowable under section 901 in the absence of 
this section, shall be reduced by 85 percent. 
No deduction shall be allowed under this 
chapter for the portion of any tax for which 
credit is not allowable by reason of the pre-
ceding sentence. 

‘‘(4) FOREIGN TAX CREDIT LIMITATION.—For 
purposes of section 904, there shall be dis-
regarded 85 percent of— 

‘‘(A) the excess qualified foreign distribu-
tion amount, 

‘‘(B) the amount determined under section 
78 which is attributable to such excess quali-
fied foreign distribution amount, and 

‘‘(C) the amounts (including assets, gross 
income, and other relevant bases of appor-
tionment) which are attributable to the ex-
cess qualified foreign distribution amount 
which would, determined without regard to 
this section, be used to apportion the ex-
penses, losses, and deductions of the tax-
payer under section 861 and 864 in deter-
mining its taxable income from sources 
without the United States. 

For purposes of applying subparagraph (C), 
the principles of section 864(e)(3)(A) shall 
apply. 

‘‘(5) TREATMENT OF ACQUISITIONS AND DIS-
POSITIONS.—Rules similar to the rules of sec-
tion 41(f)(3) shall apply in the case of acquisi-
tions or dispositions of controlled foreign 
corporations occurring on or after the first 
day of the earliest taxable year taken into 
account in determining the fixed base period. 

‘‘(6) TREATMENT OF CONSOLIDATED 
GROUPS.—Members of an affiliated group of 
corporations filing a consolidated return 
under section 1501 shall be treated as a single 
taxpayer for purposes of this section. 

‘‘(7) DESIGNATION OF DIVIDENDS.—Subject to 
subsection (b)(2), the taxpayer shall des-
ignate the particular dividends received dur-
ing the taxable year from 1 or more corpora-
tions which are controlled foreign corpora-
tions in which it is a United States share-
holder which are dividends excluded from the 
excess qualified foreign distribution amount. 
The total amount of such designated divi-
dends shall equal the base dividend amount. 

‘‘(8) TREATMENT OF EXPENSES, LOSSES, AND 
DEDUCTIONS.—Any expenses, losses, or deduc-
tions of the taxpayer allowable under sub-
chapter B— 

‘‘(A) shall not be applied to reduce the 
amounts described in subsection (a)(1), and 

‘‘(B) shall be applied to reduce other in-
come of the taxpayer (determined without 
regard to the amounts described in sub-
section (a)(1)). 

‘‘(d) ELECTION.— 
‘‘(1) IN GENERAL.—An election under this 

section shall be made on the taxpayer’s 
timely filed income tax return for the first 
taxable year (determined by taking exten-
sions into account) ending 120 days or more 
after the date of the enactment of this sec-
tion, and, once made, may be revoked only 
with the consent of the Secretary. 

‘‘(2) ALL CONTROLLED FOREIGN CORPORA-
TIONS.—The election shall apply to all cor-
porations which are controlled foreign cor-
porations in which the taxpayer is a United 
States shareholder during the taxable year. 

‘‘(3) CONSOLIDATED GROUPS.—If a taxpayer 
is a member of an affiliated group of cor-
porations filing a consolidated return under 
section 1501 for the taxable year, an election 
under this section shall be made by the com-
mon parent of the affiliated group which in-
cludes the taxpayer and shall apply to all 
members of the affiliated group. 

‘‘(e) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary and appropriate to carry out the pur-
poses of this section, including regulations 
under section 55 and regulations addressing 
corporations which, during the fixed base pe-
riod or thereafter, join or leave an affiliated 
group of corporations filing a consolidated 
return.’’. 

(b) CONFORMING AMENDMENT.—The table of 
sections for subpart F of part III of sub-
chapter N of chapter 1 is amended by adding 
at the end the following new item: 

‘‘Sec. 965. Toll tax imposed on excess quali-
fied foreign distribution 
amount.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply only to the 
first taxable year of the electing taxpayer 
ending 120 days or more after the date of the 
enactment of this Act. 
SEC. 232. EXCLUSION OF INCOME DERIVED FROM 

CERTAIN WAGERS ON HORSE RACES 
AND DOG RACES FROM GROSS IN-
COME OF NONRESIDENT ALIEN INDI-
VIDUALS. 

(a) IN GENERAL.—Subsection (b) of section 
872 (relating to exclusions) is amended by re-
designating paragraphs (5), (6), and (7) as 
paragraphs (6), (7), and (8), respectively, and 
inserting after paragraph (4) the following 
new paragraph: 

‘‘(5) INCOME DERIVED FROM WAGERING 
TRANSACTIONS IN CERTAIN PARIMUTUEL 
POOLS.—Gross income derived by a non-
resident alien individual from a legal wager-
ing transaction initiated outside the United 
States in a parimutuel pool with respect to 
a live horse race or dog race in the United 
States.’’. 

(b) CONFORMING AMENDMENT.—Section 
883(a)(4) is amended by striking ‘‘(5), (6), and 
(7)’’ and inserting ‘‘(6), (7), and (8)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to wagers 
made after the date of the enactment of this 
Act. 
SEC. 233. LIMITATION OF WITHHOLDING TAX FOR 

PUERTO RICO CORPORATIONS. 
(a) IN GENERAL.—Subsection (b) of section 

881 is amended by redesignating paragraph 
(2) as paragraph (3) and by inserting after 
paragraph (1) the following new paragraph: 

‘‘(2) COMMONWEALTH OF PUERTO RICO.—If 
dividends are received during a taxable year 
by a corporation— 

‘‘(A) created or organized in, or under the 
law of, the Commonwealth of Puerto Rico, 
and 

‘‘(B) with respect to which the require-
ments of subparagraphs (A), (B), and (C) of 
paragraph (1) are met for the taxable year, 

subsection (a) shall be applied for such tax-
able year by substituting ‘10 percent’ for ‘30 
percent’.’’. 

(b) WITHHOLDING.—Subsection (c) of section 
1442 (relating to withholding of tax on for-
eign corporations) is amended— 

(1) by striking ‘‘For purposes’’ and insert-
ing the following: 

‘‘(1) GUAM, AMERICAN SAMOA, THE NORTHERN 
MARIANA ISLANDS, AND THE VIRGIN ISLANDS.— 
For purposes’’, and 

(2) by adding at the end the following new 
paragraph: 
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‘‘(2) COMMONWEALTH OF PUERTO RICO.—If 

dividends are received during a taxable year 
by a corporation— 

‘‘(A) created or organized in, or under the 
law of, the Commonwealth of Puerto Rico, 
and 

‘‘(B) with respect to which the require-
ments of subparagraphs (A), (B), and (C) of 
section 881(b)(1) are met for the taxable year, 

subsection (a) shall be applied for such tax-
able year by substituting ‘10 percent’ for ‘30 
percent’.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Subsection (b) of section 881 is amended 

by striking ‘‘GUAM AND VIRGIN ISLANDS COR-
PORATIONS’’ in the heading and inserting 
‘‘POSSESSIONS’’. 

(2) Paragraph (1) of section 881(b) is amend-
ed by striking ‘‘IN GENERAL’’ in the heading 
and inserting ‘‘GUAM, AMERICAN SAMOA, THE 
NORTHERN MARIANA ISLANDS, AND THE VIRGIN 
ISLANDS’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to dividends 
paid after the date of the enactment of this 
Act. 
SEC. 234. REPORT ON WTO DISPUTE SETTLE-

MENT PANELS AND THE APPELLATE 
BODY. 

Not later than March 31, 2004, the Sec-
retary of Commerce, in consultation with 
the United States Trade Representative, 
shall transmit a report to the Committee on 
Finance of the Senate and the Committee on 
Ways and Means of the House of Representa-
tives, regarding whether dispute settlement 
panels and the Appellate Body of the World 
Trade Organization have— 

(1) added to or diminished the rights of the 
United States by imposing obligations or re-
strictions on the use of antidumping, coun-
tervailing, and safeguard measures not 
agreed to under the Agreement on Imple-
mentation of Article VI of the General 
Agreement on Tariffs and Trade of 1994, the 
Agreement on Subsidies and Countervailing 
Measures, and the Agreement on Safeguards; 

(2) appropriately applied the standard of 
review contained in Article 17.6 of the Agree-
ment on Implementation of Article VI of the 
General Agreement on Tariffs and Trade of 
1994; or 

(3) exceeded their authority or terms of 
reference under the Agreements referred to 
in paragraph (1). 
SEC. 235. STUDY OF IMPACT OF INTERNATIONAL 

TAX LAWS ON TAXPAYERS OTHER 
THAN LARGE CORPORATIONS. 

(a) STUDY.—The Secretary of the Treasury 
or the Secretary’s delegate shall conduct a 
study of the impact of Federal international 
tax rules on taxpayers other than large cor-
porations, including the burdens placed on 
such taxpayers in complying with such rules. 

(b) REPORT.—Not later than 180 days after 
the date of the enactment of this Act, the 
Secretary shall report to the Committee on 
Finance of the Senate and the Committee on 
Ways and Means of the House of Representa-
tives the results of the study conducted 
under subsection (a), including any rec-
ommendations for legislative or administra-
tive changes to reduce the compliance bur-
den on taxpayers other than large corpora-
tions and for such other purposes as the Sec-
retary determines appropriate. 
SEC. 236. CONSULTATIVE ROLE FOR SENATE 

COMMITTEE ON FINANCE IN CON-
NECTION WITH THE REVIEW OF 
PROPOSED TAX TREATIES. 

Paragraph 1(j) of Rule XXV of the Stand-
ing Rules of the Senate is amended by adding 
at the end the following: 

‘‘(3)(A) Notwithstanding any other rule of 
the Senate, the Committee on Foreign Rela-
tions shall consult with the Committee on 
Finance with respect to any proposed treaty 
on taxation prior to reporting such treaty to 
the Senate. 

‘‘(B) The Committee on Foreign Relations 
shall request in writing the views of the 
Committee on Finance with respect to any 
proposed treaty on taxation which is referred 
to the Committee on Foreign Relations. Not 
less than 120 days after the date on which 
such request is made, the Committee on Fi-
nance shall respond to such request in writ-
ing. If the Committee on Finance does not 
provide such written response during such 
120 day period, the Committee on Finance 
shall be deemed to have waived the oppor-
tunity to submit such views. 

‘‘(C) The Committee on Foreign Relations 
shall consider the views submitted by the 
Committee on Finance and shall include 
such views in any report of the treaty to the 
Senate.’’. 

TITLE III—DOMESTIC MANUFACTURING 
AND BUSINESS PROVISIONS 
Subtitle A—General Provisions 

SEC. 301. EXPANSION OF QUALIFIED SMALL- 
ISSUE BOND PROGRAM. 

(a) IN GENERAL.—Subparagraph (F) of sec-
tion 144(a)(4) (relating to $10,000,000 limit in 
certain cases) is amended to read as follows: 

‘‘(F) ADDITIONAL CAPITAL EXPENDITURES 
NOT TAKEN INTO ACCOUNT.—With respect to 
any issue, in addition to any capital expendi-
ture described in subparagraph (C), capital 
expenditures of not to exceed $10,000,000 shall 
not be taken into account for purposes of ap-
plying subparagraph (A)(ii).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to bonds 
issued after the date of the enactment of this 
Act. 
SEC. 302. EXPENSING OF BROADBAND INTERNET 

ACCESS EXPENDITURES. 
(a) IN GENERAL.—Part VI of subchapter B 

of chapter 1 (relating to itemized deductions 
for individuals and corporations) is amended 
by inserting after section 190 the following 
new section: 
‘‘SEC. 191. BROADBAND EXPENDITURES. 

‘‘(a) TREATMENT OF EXPENDITURES.— 
‘‘(1) IN GENERAL.—A taxpayer may elect to 

treat any qualified broadband expenditure 
which is paid or incurred by the taxpayer as 
an expense which is not chargeable to capital 
account. Any expenditure which is so treated 
shall be allowed as a deduction. 

‘‘(2) ELECTION.—An election under para-
graph (1) shall be made at such time and in 
such manner as the Secretary may prescribe 
by regulation. 

‘‘(b) QUALIFIED BROADBAND EXPENDI-
TURES.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified 
broadband expenditure’ means, with respect 
to any taxable year, any direct or indirect 
costs incurred during 2004 and properly 
taken into account for such taxable year 
with respect to— 

‘‘(A) the purchase or installation of quali-
fied equipment (including any upgrades 
thereto), and 

‘‘(B) the connection of such qualified 
equipment to any qualified subscriber. 

‘‘(2) CERTAIN SATELLITE EXPENDITURES EX-
CLUDED.—Such term shall not include any 
costs incurred with respect to the launching 
of any satellite equipment. 

‘‘(3) LEASED EQUIPMENT.—Such term shall 
include so much of the purchase price paid 
by the lessor of qualified equipment subject 
to a lease described in subsection (c)(2)(B) as 
is attributable to expenditures incurred by 
the lessee which would otherwise be de-
scribed in paragraph (1). 

‘‘(c) WHEN EXPENDITURES TAKEN INTO AC-
COUNT.—For purposes of this section— 

‘‘(1) IN GENERAL.—Qualified broadband ex-
penditures with respect to qualified equip-
ment shall be taken into account with re-
spect to the first taxable year in which— 

‘‘(A) current generation broadband services 
are provided through such equipment to 
qualified subscribers, or 

‘‘(B) next generation broadband services 
are provided through such equipment to 
qualified subscribers. 

‘‘(2) LIMITATION.— 
‘‘(A) IN GENERAL.—Qualified expenditures 

shall be taken into account under paragraph 
(1) only with respect to qualified equip-
ment— 

‘‘(i) the original use of which commences 
with the taxpayer, and 

‘‘(ii) which is placed in service, after De-
cember 31, 2003. 

‘‘(B) SALE-LEASEBACKS.—For purposes of 
subparagraph (A), if property— 

‘‘(i) is originally placed in service after De-
cember 31, 2003, by any person, and 

‘‘(ii) sold and leased back by such person 
within 3 months after the date such property 
was originally placed in service, 
such property shall be treated as originally 
placed in service not earlier than the date on 
which such property is used under the lease-
back referred to in clause (ii). 

‘‘(d) SPECIAL ALLOCATION RULES.— 
‘‘(1) CURRENT GENERATION BROADBAND SERV-

ICES.—For purposes of determining the 
amount of qualified broadband expenditures 
under subsection (a)(1) with respect to quali-
fied equipment through which current gen-
eration broadband services are provided, if 
the qualified equipment is capable of serving 
both qualified subscribers and other sub-
scribers, the qualified broadband expendi-
tures shall be multiplied by a fraction— 

‘‘(A) the numerator of which is the sum of 
the number of potential qualified subscribers 
within the rural areas and the underserved 
areas which the equipment is capable of serv-
ing with current generation broadband serv-
ices, and 

‘‘(B) the denominator of which is the total 
potential subscriber population of the area 
which the equipment is capable of serving 
with current generation broadband services. 

‘‘(2) NEXT GENERATION BROADBAND SERV-
ICES.—For purposes of determining the 
amount of qualified broadband expenditures 
under subsection (a)(1) with respect to quali-
fied equipment through which next genera-
tion broadband services are provided, if the 
qualified equipment is capable of serving 
both qualified subscribers and other sub-
scribers, the qualified expenditures shall be 
multiplied by a fraction— 

‘‘(A) the numerator of which is the sum 
of— 

‘‘(i) the number of potential qualified sub-
scribers within the rural areas and under-
served areas, plus 

‘‘(ii) the number of potential qualified sub-
scribers within the area consisting only of 
residential subscribers not described in 
clause (i), 
which the equipment is capable of serving 
with next generation broadband services, and 

‘‘(B) the denominator of which is the total 
potential subscriber population of the area 
which the equipment is capable of serving 
with next generation broadband services. 

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) ANTENNA.—The term ‘antenna’ means 
any device used to transmit or receive sig-
nals through the electromagnetic spectrum, 
including satellite equipment. 

‘‘(2) CABLE OPERATOR.—The term ‘cable op-
erator’ has the meaning given such term by 
section 602(5) of the Communications Act of 
1934 (47 U.S.C. 522(5)). 

‘‘(3) COMMERCIAL MOBILE SERVICE CAR-
RIER.—The term ‘commercial mobile service 
carrier’ means any person authorized to pro-
vide commercial mobile radio service as de-
fined in section 20.3 of title 47, Code of Fed-
eral Regulations. 
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‘‘(4) CURRENT GENERATION BROADBAND SERV-

ICE.—The term ‘current generation 
broadband service’ means the transmission 
of signals at a rate of at least 1,000,000 bits 
per second to the subscriber and at least 
128,000 bits per second from the subscriber. 

‘‘(5) MULTIPLEXING OR DEMULTIPLEXING.— 
The term ‘multiplexing’ means the trans-
mission of 2 or more signals over a single 
channel, and the term ‘demultiplexing’ 
means the separation of 2 or more signals 
previously combined by compatible multi-
plexing equipment. 

‘‘(6) NEXT GENERATION BROADBAND SERV-
ICE.—The term ‘next generation broadband 
service’ means the transmission of signals at 
a rate of at least 22,000,000 bits per second to 
the subscriber and at least 5,000,000 bits per 
second from the subscriber. 

‘‘(7) NONRESIDENTIAL SUBSCRIBER.—The 
term ‘nonresidential subscriber’ means any 
person who purchases broadband services 
which are delivered to the permanent place 
of business of such person. 

‘‘(8) OPEN VIDEO SYSTEM OPERATOR.—The 
term ‘open video system operator’ means 
any person authorized to provide service 
under section 653 of the Communications Act 
of 1934 (47 U.S.C. 573). 

‘‘(9) OTHER WIRELESS CARRIER.—The term 
‘other wireless carrier’ means any person 
(other than a telecommunications carrier, 
commercial mobile service carrier, cable op-
erator, open video system operator, or sat-
ellite carrier) providing current generation 
broadband services or next generation 
broadband service to subscribers through the 
radio transmission of energy. 

‘‘(10) PACKET SWITCHING.—The term ‘packet 
switching’ means controlling or routing the 
path of any digitized transmission signal 
which is assembled into packets or cells. 

‘‘(11) PROVIDER.—The term ‘provider’ 
means, with respect to any qualified equip-
ment— 

‘‘(A) a cable operator, 
‘‘(B) a commercial mobile service carrier, 
‘‘(C) an open video system operator, 
‘‘(D) a satellite carrier, 
‘‘(E) a telecommunications carrier, or 
‘‘(F) any other wireless carrier, 

providing current generation broadband 
services or next generation broadband serv-
ices to subscribers through such qualified 
equipment. 

‘‘(12) PROVISION OF SERVICES.—A provider 
shall be treated as providing services to 1 or 
more subscribers if— 

‘‘(A) such a subscriber has been passed by 
the provider’s equipment and can be con-
nected to such equipment for a standard con-
nection fee, 

‘‘(B) the provider is physically able to de-
liver current generation broadband services 
or next generation broadband services, as ap-
plicable, to such a subscriber without mak-
ing more than an insignificant investment 
with respect to such subscriber, 

‘‘(C) the provider has made reasonable ef-
forts to make such subscribers aware of the 
availability of such services, 

‘‘(D) such services have been purchased by 
1 or more such subscribers, and 

‘‘(E) such services are made available to 
such subscribers at average prices com-
parable to those at which the provider makes 
available similar services in any areas in 
which the provider makes available such 
services. 

‘‘(13) QUALIFIED EQUIPMENT.— 
‘‘(A) IN GENERAL.—The term ‘qualified 

equipment’ means equipment which provides 
current generation broadband services or 
next generation broadband services— 

‘‘(i) at least a majority of the time during 
periods of maximum demand to each sub-
scriber who is utilizing such services, and 

‘‘(ii) in a manner substantially the same as 
such services are provided by the provider to 
subscribers through equipment with respect 
to which no deduction is allowed under sub-
section (a)(1). 

‘‘(B) ONLY CERTAIN INVESTMENT TAKEN INTO 
ACCOUNT.—Except as provided in subpara-
graph (C) or (D), equipment shall be taken 
into account under subparagraph (A) only to 
the extent it— 

‘‘(i) extends from the last point of switch-
ing to the outside of the unit, building, 
dwelling, or office owned or leased by a sub-
scriber in the case of a telecommunications 
carrier, 

‘‘(ii) extends from the customer side of the 
mobile telephone switching office to a trans-
mission/receive antenna (including such an-
tenna) owned or leased by a subscriber in the 
case of a commercial mobile service carrier, 

‘‘(iii) extends from the customer side of the 
headend to the outside of the unit, building, 
dwelling, or office owned or leased by a sub-
scriber in the case of a cable operator or 
open video system operator, or 

‘‘(iv) extends from a transmission/receive 
antenna (including such antenna) which 
transmits and receives signals to or from 
multiple subscribers, to a transmission/re-
ceive antenna (including such antenna) on 
the outside of the unit, building, dwelling, or 
office owned or leased by a subscriber in the 
case of a satellite carrier or other wireless 
carrier, unless such other wireless carrier is 
also a telecommunications carrier. 

‘‘(C) PACKET SWITCHING EQUIPMENT.—Pack-
et switching equipment, regardless of loca-
tion, shall be taken into account under sub-
paragraph (A) only if it is deployed in con-
nection with equipment described in sub-
paragraph (B) and is uniquely designed to 
perform the function of packet switching for 
current generation broadband services or 
next generation broadband services, but only 
if such packet switching is the last in a se-
ries of such functions performed in the trans-
mission of a signal to a subscriber or the 
first in a series of such functions performed 
in the transmission of a signal from a sub-
scriber. 

‘‘(D) MULTIPLEXING AND DEMULTIPLEXING 
EQUIPMENT.—Multiplexing and 
demultiplexing equipment shall be taken 
into account under subparagraph (A) only to 
the extent it is deployed in connection with 
equipment described in subparagraph (B) and 
is uniquely designed to perform the function 
of multiplexing and demultiplexing packets 
or cells of data and making associated appli-
cation adaptions, but only if such multi-
plexing or demultiplexing equipment is lo-
cated between packet switching equipment 
described in subparagraph (C) and the sub-
scriber’s premises. 

‘‘(14) QUALIFIED SUBSCRIBER.—The term 
‘qualified subscriber’ means— 

‘‘(A) with respect to the provision of cur-
rent generation broadband services— 

‘‘(i) any nonresidential subscriber main-
taining a permanent place of business in a 
rural area or underserved area, or 

‘‘(ii) any residential subscriber residing in 
a dwelling located in a rural area or under-
served area which is not a saturated market, 
and 

‘‘(B) with respect to the provision of next 
generation broadband services— 

‘‘(i) any nonresidential subscriber main-
taining a permanent place of business in a 
rural area or underserved area, or 

‘‘(ii) any residential subscriber. 
‘‘(15) RESIDENTIAL SUBSCRIBER.—The term 

‘residential subscriber’ means any individual 
who purchases broadband services which are 
delivered to such individual’s dwelling. 

‘‘(16) RURAL AREA.—The term ‘rural area’ 
means any census tract which— 

‘‘(A) is not within 10 miles of any incor-
porated or census designated place con-
taining more than 25,000 people, and 

‘‘(B) is not within a county or county 
equivalent which has an overall population 
density of more than 500 people per square 
mile of land. 

‘‘(17) RURAL SUBSCRIBER.—The term ‘rural 
subscriber’ means any residential subscriber 
residing in a dwelling located in a rural area 
or nonresidential subscriber maintaining a 
permanent place of business located in a 
rural area. 

‘‘(18) SATELLITE CARRIER.—The term ‘sat-
ellite carrier’ means any person using the fa-
cilities of a satellite or satellite service li-
censed by the Federal Communications Com-
mission and operating in the Fixed-Satellite 
Service under part 25 of title 47 of the Code 
of Federal Regulations or the Direct Broad-
cast Satellite Service under part 100 of title 
47 of such Code to establish and operate a 
channel of communications for distribution 
of signals, and owning or leasing a capacity 
or service on a satellite in order to provide 
such point-to-multipoint distribution. 

‘‘(19) SATURATED MARKET.—The term ‘satu-
rated market’ means any census tract in 
which, as of the date of the enactment of 
this section— 

‘‘(A) current generation broadband services 
have been provided by a single provider to 85 
percent or more of the total number of po-
tential residential subscribers residing in 
dwellings located within such census tract, 
and 

‘‘(B) such services can be utilized— 
‘‘(i) at least a majority of the time during 

periods of maximum demand by each such 
subscriber who is utilizing such services, and 

‘‘(ii) in a manner substantially the same as 
such services are provided by the provider to 
subscribers through equipment with respect 
to which no deduction is allowed under sub-
section (a)(1). 

‘‘(20) SUBSCRIBER.—The term ‘subscriber’ 
means any person who purchases current 
generation broadband services or next gen-
eration broadband services. 

‘‘(21) TELECOMMUNICATIONS CARRIER.—The 
term ‘telecommunications carrier’ has the 
meaning given such term by section 3(44) of 
the Communications Act of 1934 (47 U.S.C. 
153(44)), but— 

‘‘(A) includes all members of an affiliated 
group of which a telecommunications carrier 
is a member, and 

‘‘(B) does not include a commercial mobile 
service carrier. 

‘‘(22) TOTAL POTENTIAL SUBSCRIBER POPU-
LATION.—The term ‘total potential sub-
scriber population’ means, with respect to 
any area and based on the most recent cen-
sus data, the total number of potential resi-
dential subscribers residing in dwellings lo-
cated in such area and potential nonresiden-
tial subscribers maintaining permanent 
places of business located in such area. 

‘‘(23) UNDERSERVED AREA.—The term ‘un-
derserved area’ means— 

‘‘(A) any census tract which is located in— 
‘‘(i) an empowerment zone or enterprise 

community designated under section 1391, or 
‘‘(ii) the District of Columbia Enterprise 

Zone established under section 1400, or 
‘‘(B) any census tract— 
‘‘(i) the poverty level of which is at least 30 

percent (based on the most recent census 
data), and 

‘‘(ii) the median family income of which 
does not exceed— 

‘‘(I) in the case of a census tract located in 
a metropolitan statistical area, 70 percent of 
the greater of the metropolitan area median 
family income or the statewide median fam-
ily income, and 
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‘‘(II) in the case of a census tract located 

in a nonmetropolitan statistical area, 70 per-
cent of the nonmetropolitan statewide me-
dian family income. 

‘‘(24) UNDERSERVED SUBSCRIBER.—The term 
‘underserved subscriber’ means any residen-
tial subscriber residing in a dwelling located 
in an underserved area or nonresidential sub-
scriber maintaining a permanent place of 
business located in an underserved area. 

‘‘(f) SPECIAL RULES.— 
‘‘(1) PROPERTY USED OUTSIDE THE UNITED 

STATES, ETC., NOT QUALIFIED.—No expendi-
tures shall be taken into account under sub-
section (a)(1) with respect to the portion of 
the cost of any property referred to in sec-
tion 50(b) or with respect to the portion of 
the cost of any property specified in an elec-
tion under section 179. 

‘‘(2) BASIS REDUCTION.— 
‘‘(A) IN GENERAL.—For purposes of this 

title, the basis of any property shall be re-
duced by the portion of the cost of such prop-
erty taken into account under subsection 
(a)(1). 

‘‘(B) ORDINARY INCOME RECAPTURE.—For 
purposes of section 1245, the amount of the 
deduction allowable under subsection (a)(1) 
with respect to any property which is of a 
character subject to the allowance for depre-
ciation shall be treated as a deduction al-
lowed for depreciation under section 167. 

‘‘(3) COORDINATION WITH SECTION 38.—No 
credit shall be allowed under section 38 with 
respect to any amount for which a deduction 
is allowed under subsection (a)(1).’’. 

(b) SPECIAL RULE FOR MUTUAL OR COOPERA-
TIVE TELEPHONE COMPANIES.—Section 
501(c)(12)(B) (relating to list of exempt orga-
nizations) is amended by striking ‘‘or’’ at the 
end of clause (iii), by striking the period at 
the end of clause (iv) and inserting ‘‘, or’’, 
and by adding at the end the following: 

‘‘(v) from the sale of property subject to a 
lease described in section 191(c)(2)(B), but 
only to the extent such income does not in 
any year exceed an amount equal to the 
qualified broadband expenditures which 
would be taken into account under section 
191 for such year if the mutual or coopera-
tive telephone company was not exempt 
from taxation and was treated as the owner 
of the property subject to such lease.’’. 

(c) CONFORMING AMENDMENTS.— 
(1) Section 263(a)(1) (relating to capital ex-

penditures) is amended by striking ‘‘or’’ at 
the end of subparagraph (G), by striking the 
period at the end of subparagraph (H) and in-
serting ‘‘, or’’, and by adding at the end the 
following new subparagraph: 

‘‘(I) expenditures for which a deduction is 
allowed under section 191.’’. 

(2) Section 1016(a) of such Code is amended 
by striking ‘‘and’’ at the end of paragraph 
(27), by striking the period at the end of 
paragraph (28) and inserting ‘‘, and’’, and by 
adding at the end the following new para-
graph: 

‘‘(29) to the extent provided in section 
191(f)(2).’’. 

(3) The table of sections for part VI of sub-
chapter A of chapter 1 of such Code is 
amended by inserting after the item relating 
to section 190 the following new item: 
‘‘Sec. 191. Broadband expenditures.’’. 

(d) DESIGNATION OF CENSUS TRACTS.— 
(1) IN GENERAL.—The Secretary of the 

Treasury shall, not later than 90 days after 
the date of the enactment of this Act, des-
ignate and publish those census tracts meet-
ing the criteria described in paragraphs (16), 
(22), and (23) of section 191(e) of the Internal 
Revenue Code of 1986 (as added by this sec-
tion). In making such designations, the Sec-
retary of the Treasury shall consult with 
such other departments and agencies as the 
Secretary determines appropriate. 

(2) SATURATED MARKET.— 
(A) IN GENERAL.—For purposes of desig-

nating and publishing those census tracts 
meeting the criteria described in subsection 
(e)(19) of such section 191— 

(i) the Secretary of the Treasury shall pre-
scribe not later than 30 days after the date of 
the enactment of this Act the form upon 
which any provider which takes the position 
that it meets such criteria with respect to 
any census tract shall submit a list of such 
census tracts (and any other information re-
quired by the Secretary) not later than 60 
days after the date of the publication of such 
form, and 

(ii) the Secretary of the Treasury shall 
publish an aggregate list of such census 
tracts and the applicable providers not later 
than 30 days after the last date such submis-
sions are allowed under clause (i). 

(B) NO SUBSEQUENT LISTS REQUIRED.—The 
Secretary of the Treasury shall not be re-
quired to publish any list of census tracts 
meeting such criteria subsequent to the list 
described in subparagraph (A)(ii). 

(e) OTHER REGULATORY MATTERS.— 
(1) PROHIBITION.—No Federal or State agen-

cy or instrumentality shall adopt regula-
tions or ratemaking procedures that would 
have the effect of eliminating or reducing 
any deduction or portion thereof allowed 
under section 191 of the Internal Revenue 
Code of 1986 (as added by this section) or oth-
erwise subverting the purpose of this section. 

(2) TREASURY REGULATORY AUTHORITY.—It 
is the intent of Congress in providing the 
election to deduct qualified broadband ex-
penditures under section 191 of the Internal 
Revenue Code of 1986 (as added by this sec-
tion) to provide incentives for the purchase, 
installation, and connection of equipment 
and facilities offering expanded broadband 
access to the Internet for users in certain 
low income and rural areas of the United 
States, as well as to residential users nation-
wide, in a manner that maintains competi-
tive neutrality among the various classes of 
providers of broadband services. Accord-
ingly, the Secretary of the Treasury shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of section 191 of such Code, including— 

(A) regulations to determine how and when 
a taxpayer that incurs qualified broadband 
expenditures satisfies the requirements of 
section 191 of such Code to provide 
broadband services, and 

(B) regulations describing the information, 
records, and data taxpayers are required to 
provide the Secretary to substantiate com-
pliance with the requirements of section 191 
of such Code. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to expendi-
tures incurred after December 31, 2003. 
SEC. 303. EXEMPTION OF NATURAL AGING PROC-

ESS IN DETERMINATION OF PRO-
DUCTION PERIOD FOR DISTILLED 
SPIRITS UNDER SECTION 263A. 

(a) IN GENERAL.—Section 263A(f) of the In-
ternal Revenue Code of 1986 (relating to gen-
eral exceptions) is amended by adding at the 
end the following new paragraph: 

‘‘(5) EXEMPTION OF NATURAL AGING PROCESS 
IN DETERMINATION OF PRODUCTION PERIOD FOR 
DISTILLED SPIRITS.—For purposes of this sub-
section, the production period for distilled 
spirits shall be determined without regard to 
any period allocated to the natural aging 
process.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to produc-
tion periods beginning after the date of the 
enactment of this Act. 
SEC. 304. MODIFICATION OF ACTIVE BUSINESS 

DEFINITION UNDER SECTION 355. 
(a) IN GENERAL.—Section 355(b) (defining 

active conduct of a trade or business) is 

amended by adding at the end the following 
new paragraph: 

‘‘(3) SPECIAL RULES RELATING TO ACTIVE 
BUSINESS REQUIREMENT.— 

‘‘(A) IN GENERAL.—For purposes of deter-
mining whether a corporation meets the re-
quirement of paragraph (2)(A), all members 
of such corporation’s separate affiliated 
group shall be treated as one corporation. 
For purposes of the preceding sentence, a 
corporation’s separate affiliated group is the 
affiliated group which would be determined 
under section 1504(a) if such corporation 
were the common parent and section 1504(b) 
did not apply. 

‘‘(B) CONTROL.—For purposes of paragraph 
(2)(D), all distributee corporations which are 
members of the same affiliated group (as de-
fined in section 1504(a) without regard to sec-
tion 1504(b)) shall be treated as one dis-
tributee corporation.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Subparagraph (A) of section 355(b)(2) is 

amended to read as follows: 
‘‘(A) it is engaged in the active conduct of 

a trade or business,’’. 
(2) Section 355(b)(2) is amended by striking 

the last sentence. 

(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply— 
(A) to distributions after the date of the 

enactment of this Act, and 
(B) for purposes of determining the contin-

ued qualification under section 355(b)(2)(A) of 
the Internal Revenue Code of 1986 (as amend-
ed by subsection (b)(1)) of distributions made 
before such date, as a result of an acquisi-
tion, disposition, or other restructuring after 
such date. 

(2) TRANSITION RULE.—The amendments 
made by this section shall not apply to any 
distribution pursuant to a transaction which 
is— 

(A) made pursuant to an agreement which 
was binding on such date of enactment and 
at all times thereafter, 

(B) described in a ruling request submitted 
to the Internal Revenue Service on or before 
such date, or 

(C) described on or before such date in a 
public announcement or in a filing with the 
Securities and Exchange Commission. 

(3) ELECTION TO HAVE AMENDMENTS APPLY.— 
Paragraph (2) shall not apply if the distrib-
uting corporation elects not to have such 
paragraph apply to distributions of such cor-
poration. Any such election, once made, 
shall be irrevocable. 

SEC. 305. EXCLUSION OF CERTAIN INDEBTED-
NESS OF SMALL BUSINESS INVEST-
MENT COMPANIES FROM ACQUISI-
TION INDEBTEDNESS. 

(a) IN GENERAL.—Section 514(c) (relating to 
acquisition indebtedness) is amended by add-
ing at the end the following new paragraph: 

‘‘(10) CERTAIN INDEBTEDNESS OF SMALL BUSI-
NESS INVESTMENT COMPANIES.—For purposes 
of this section, the term ‘acquisition indebt-
edness’ does not include any indebtedness in-
curred by a small business investment com-
pany licensed under the Small Business In-
vestment Act of 1958 which is evidenced by a 
debenture— 

‘‘(A) issued by such company under section 
303(a) of such Act, and 

‘‘(B) held or guaranteed by the Small Busi-
ness Administration.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to any in-
debtedness incurred after December 31, 2003, 
by a small business investment company de-
scribed in section 514(c)(10) of the Internal 
Revenue Code of 1986 (as added by this sec-
tion) with respect to property acquired by 
such company after such date. 
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SEC. 306. MODIFIED TAXATION OF IMPORTED 

ARCHERY PRODUCTS. 
(a) BOWS.—Paragraph (1) of section 4161(b) 

(relating to bows) is amended to read as fol-
lows: 

‘‘(1) BOWS.— 
‘‘(A) IN GENERAL.—There is hereby imposed 

on the sale by the manufacturer, producer, 
or importer of any bow which has a peak 
draw weight of 30 pounds or more, a tax 
equal to 11 percent of the price for which so 
sold. 

‘‘(B) ARCHERY EQUIPMENT.—There is hereby 
imposed on the sale by the manufacturer, 
producer, or importer— 

‘‘(i) of any part or accessory suitable for 
inclusion in or attachment to a bow de-
scribed in subparagraph (A), and 

‘‘(ii) of any quiver or broadhead suitable 
for use with an arrow described in paragraph 
(2), 

a tax equal to 11 percent of the price for 
which so sold.’’. 

(b) ARROWS.—Subsection (b) of section 4161 
(relating to bows and arrows, etc.) is amend-
ed by redesignating paragraph (3) as para-
graph (4) and inserting after paragraph (2) 
the following: 

‘‘(3) ARROWS.— 
‘‘(A) IN GENERAL.—There is hereby imposed 

on the sale by the manufacturer, producer, 
or importer of any arrow, a tax equal to 12 
percent of the price for which so sold. 

‘‘(B) EXCEPTION.—In the case of any arrow 
of which the shaft or any other component 
has been previously taxed under paragraph 
(1) or (2)— 

‘‘(i) section 6416(b)(3) shall not apply, and 
‘‘(ii) the tax imposed by subparagraph (A) 

shall be an amount equal to the excess (if 
any) of— 

‘‘(I) the amount of tax imposed by this 
paragraph (determined without regard to 
this subparagraph), over 

‘‘(II) the amount of tax paid with respect 
to the tax imposed under paragraph (1) or (2) 
on such shaft or component. 

‘‘(C) ARROW.—For purposes of this para-
graph, the term ‘arrow’ means any shaft de-
scribed in paragraph (2) to which additional 
components are attached.’’. 

(c) CONFORMING AMENDMENTS.—Section 
4161(b)(2) is amended— 

(1) by inserting ‘‘(other than broadheads)’’ 
after ‘‘point’’, and 

(2) by striking ‘‘ARROWS.—’’ in the heading 
and inserting ‘‘ARROW COMPONENTS.—’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to articles 
sold by the manufacturer, producer, or im-
porter after December 31, 2003. 
SEC. 307. MODIFICATION TO COOPERATIVE MAR-

KETING RULES TO INCLUDE VALUE 
ADDED PROCESSING INVOLVING 
ANIMALS. 

(a) IN GENERAL.—Section 1388 (relating to 
definitions and special rules) is amended by 
adding at the end the following new sub-
section: 

‘‘(k) COOPERATIVE MARKETING INCLUDES 
VALUE-ADDED PROCESSING INVOLVING ANI-
MALS.—For purposes of section 521 and this 
subchapter, the marketing of the products of 
members or other producers shall include the 
feeding of such products to cattle, hogs, fish, 
chickens, or other animals and the sale of 
the resulting animals or animal products.’’. 

(b) CONFORMING AMENDMENT.—Section 
521(b) is amended by adding at the end the 
following new paragraph: 

‘‘(7) CROSS REFERENCE.— 
‘‘For treatment of value-added processing 

involving animals, see section 1388(k).’’. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 

SEC. 308. EXTENSION OF DECLARATORY JUDG-
MENT PROCEDURES TO FARMERS’ 
COOPERATIVE ORGANIZATIONS. 

(a) IN GENERAL.—Section 7428(a)(1) (relat-
ing to declaratory judgments of tax exempt 
organizations) is amended by striking ‘‘or’’ 
at the end of subparagraph (B) and by adding 
at the end the following new subparagraph: 

‘‘(D) with respect to the initial classifica-
tion or continuing classification of a cooper-
ative as an organization described in section 
521(b) which is exempt from tax under sec-
tion 521(a), or’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply with respect 
to pleadings filed after the date of the enact-
ment of this Act. 
SEC. 309. TEMPORARY SUSPENSION OF PER-

SONAL HOLDING COMPANY TAX. 
(a) IN GENERAL.—Section 541 (relating to 

imposition of personal holding company tax) 
is amended by adding at the end the fol-
lowing new sentence: ‘‘The preceding sen-
tence shall not apply with respect to any 
taxable year to which section 1(h)(11) (as in 
effect on the date of the enactment of this 
sentence) applies.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 310. INCREASE IN SECTION 179 EXPENSING. 

(a) IN GENERAL.—Section 179(b)(2) (relating 
to reduction in limitation) is amended by in-
serting ‘‘50 percent of’’ before ‘‘the amount’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2002. 
SEC. 311. THREE-YEAR CARRYBACK OF NET OP-

ERATING LOSSES. 
(a) IN GENERAL.—Paragraph (1) of section 

172(b) (relating to years to which loss may be 
carried) is amended by adding at the end the 
following new subparagraph: 

‘‘(I) SPECIAL RULE FOR 2003.—In the case of 
a net operating loss for any taxable year 
ending during 2003, subparagraph (A)(i) shall 
be applied by substituting ‘3’ for ‘2’.’’. 

(b) ELECTION TO DISREGARD 3-YEAR 
CARRYBACK.—Section 172 (relating to net op-
erating loss deduction) is amended by redes-
ignating subsection (k) as subsection (l) and 
by inserting after subsection (j) the fol-
lowing new subsection: 

‘‘(k) ELECTION TO DISREGARD 3-YEAR 
CARRYBACK FOR CERTAIN NET OPERATING 
LOSSES.—Any taxpayer entitled to a 3-year 
carryback under subsection (b)(1)(I) from 
any loss year may elect to have the 
carryback period with respect to such loss 
year determined without regard to sub-
section (b)(1)(I). Such election shall be made 
in such manner as may be prescribed by the 
Secretary and shall be made by the due date 
(including extensions of time) for filing the 
taxpayer’s return for the taxable year of the 
net operating loss. Such election, once made 
for any taxable year, shall be irrevocable for 
such taxable year.’’. 

(c) TEMPORARY SUSPENSION OF 90 PERCENT 
LIMIT ON CERTAIN NOL CARRYOVERS.— 

(1) IN GENERAL.—Section 56(d)(1)(A)(ii)(I) 
(relating to general rule defining alternative 
tax net operating loss deduction) is amend-
ed— 

(A) by striking ‘‘or 2002’’ and inserting ‘‘, 
2002, or 2003’’, and 

(B) by striking ‘‘and 2002’’ and inserting ‘‘, 
2002, and 2003’’. 

(d) TECHNICAL CORRECTIONS.— 
(1) Subparagraph (H) of section 172(b)(1) is 

amended by striking ‘‘a taxpayer which 
has’’. 

(2) Section 102(c)(2) of the Job Creation and 
Worker Assistance Act of 2002 (Public Law 
107–147) is amended by striking ‘‘before Janu-
ary 1, 2003’’ and inserting ‘‘after December 
31, 1990’’. 

(3)(A) Subclause (I) of section 56(d)(1)(A)(i) 
is amended by striking ‘‘attributable to 
carryovers’’. 

(B) Subclause (I) of section 56(d)(1)(A)(ii) is 
amended— 

(i) by striking ‘‘for taxable years’’ and in-
serting ‘‘from taxable years’’, and 

(ii) by striking ‘‘carryforwards’’ and insert-
ing ‘‘carryovers’’. 

(e) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to net operating losses 
for taxable years ending after December 31, 
2002. 

(2) TECHNICAL CORRECTIONS.—The amend-
ments made by subsection (d) shall take ef-
fect as if included in the amendments made 
by section 102 of the Job Creation and Work-
er Assistance Act of 2002. 

(3) ELECTION.—In the case of a net oper-
ating loss for a taxable year ending during 
2003— 

(A) any election made under section 
172(b)(3) of such Code may (notwithstanding 
such section) be revoked before April 15, 2004, 
and 

(B) any election made under section 172(k) 
(as added by this section) of such Code shall 
(notwithstanding such section) be treated as 
timely made if made before April 15, 2004. 
Subtitle B—Manufacturing Relating to Films 

SEC. 321. SPECIAL RULES FOR CERTAIN FILM 
AND TELEVISION PRODUCTIONS. 

(a) IN GENERAL.—Part VI of subchapter B 
of chapter 1 is amended by inserting after 
section 180 the following new section: 
‘‘SEC. 181. TREATMENT OF QUALIFIED FILM AND 

TELEVISION PRODUCTIONS. 
‘‘(a) ELECTION TO TREAT CERTAIN COSTS OF 

QUALIFIED FILM AND TELEVISION PRODUC-
TIONS AS EXPENSES.— 

‘‘(1) IN GENERAL.—A taxpayer may elect to 
treat the cost of any qualified film or tele-
vision production as an expense which is not 
chargeable to capital account. Any cost so 
treated shall be allowed as a deduction. 

‘‘(2) DOLLAR LIMITATION.— 
‘‘(A) IN GENERAL.—The aggregate cost 

which may be taken into account under 
paragraph (1) with respect to each qualified 
film or television production shall not ex-
ceed $15,000,000. 

‘‘(B) HIGHER DOLLAR LIMITATION FOR PRO-
DUCTIONS IN CERTAIN AREAS.—In the case of 
any qualified film or television production 
the aggregate cost of which is significantly 
incurred in an area eligible for designation 
as— 

‘‘(i) a low-income community under sec-
tion 45D, or 

‘‘(ii) a distressed county or isolated area of 
distress by the Delta Regional Authority es-
tablished under section 2009aa–1 of title 7, 
United States Code, 

subparagraph (A) shall be applied by sub-
stituting ‘$20,000,000’ for ‘$15,000,000’. 

‘‘(b) AMORTIZATION OF REMAINING COSTS.— 
‘‘(1) IN GENERAL.—If an election is made 

under subsection (a) with respect to any 
qualified film or television production, that 
portion of the basis of such production in ex-
cess of the amount taken into account under 
subsection (a) shall be allowed as a deduction 
ratably over the 36-month period beginning 
with the month in which such production is 
placed in service. 

‘‘(2) NO OTHER DEDUCTION OR AMORTIZATION 
DEDUCTION ALLOWABLE.—With respect to the 
basis of any qualified film or television pro-
duction described in paragraph (1), no other 
depreciation or amortization deduction shall 
be allowable. 

‘‘(c) ELECTION.— 
‘‘(1) IN GENERAL.—An election under sub-

section (a) with respect to any qualified film 
or television production shall be made in 
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CONGRESSIONAL RECORD — SENATE S5135 May 10, 2004 
such manner as prescribed by the Secretary 
and by the due date (including extensions) 
for filing the taxpayer’s return of tax under 
this chapter for the taxable year in which 
costs of the production are first incurred. 

‘‘(2) REVOCATION OF ELECTION.—Any elec-
tion made under subsection (a) may not be 
revoked without the consent of the Sec-
retary. 

‘‘(d) QUALIFIED FILM OR TELEVISION PRO-
DUCTION.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified film 
or television production’ means any produc-
tion described in paragraph (2) if 75 percent 
of the total compensation of the production 
is qualified compensation. 

‘‘(2) PRODUCTION.— 
‘‘(A) IN GENERAL.—A production is de-

scribed in this paragraph if such production 
is property described in section 168(f)(3). For 
purposes of a television series, only the first 
44 episodes of such series may be taken into 
account. 

‘‘(B) EXCEPTION.—A production is not de-
scribed in this paragraph if records are re-
quired under section 2257 of title 18, United 
States Code, to be maintained with respect 
to any performer in such production. 

‘‘(3) QUALIFIED COMPENSATION.—For pur-
poses of paragraph (1)— 

‘‘(A) IN GENERAL.—The term ‘qualified 
compensation’ means compensation for serv-
ices performed in the United States by ac-
tors, directors, producers, and other relevant 
production personnel. 

‘‘(B) PARTICIPATIONS AND RESIDUALS EX-
CLUDED.—The term ‘compensation’ does not 
include participations and residuals (as de-
fined in section 167(g)(7)(B)). 

‘‘(e) APPLICATION OF CERTAIN OTHER 
RULES.—For purposes of this section, rules 
similar to the rules of subsections (b)(2) and 
(c)(4) of section 194 shall apply. 

‘‘(f) TERMINATION.—This section shall not 
apply to qualified film and television produc-
tions commencing after December 31, 2008.’’. 

(b) CONFORMING AMENDMENT.—The table of 
sections for part VI of subchapter B of chap-
ter 1 is amended by inserting after the item 
relating to section 180 the following new 
item: 

‘‘Sec. 181. Treatment of qualified film and 
television productions.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to qualified 
film and television productions (as defined in 
section 181(d)(1) of the Internal Revenue 
Code of 1986, as added by this section) com-
mencing after the date of the enactment of 
this Act. 
SEC. 322. MODIFICATION OF APPLICATION OF IN-

COME FORECAST METHOD OF DE-
PRECIATION. 

(a) IN GENERAL.—Section 167(g) (relating to 
depreciation under income forecast method) 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(7) TREATMENT OF PARTICIPATIONS AND RE-
SIDUALS.— 

‘‘(A) IN GENERAL.—For purposes of deter-
mining the depreciation deduction allowable 
with respect to a property under this sub-
section, the taxpayer may include participa-
tions and residuals with respect to such 
property in the adjusted basis of such prop-
erty for the taxable year in which the prop-
erty is placed in service, but only to the ex-
tent that such participations and residuals 
relate to income estimated (for purposes of 
this subsection) to be earned in connection 
with the property before the close of the 10th 
taxable year referred to in paragraph (1)(A). 

‘‘(B) PARTICIPATIONS AND RESIDUALS.—For 
purposes of this paragraph, the term ‘partici-
pations and residuals’ means, with respect to 
any property, costs the amount of which by 
contract varies with the amount of income 
earned in connection with such property. 

‘‘(C) SPECIAL RULES RELATING TO RECOMPU-
TATION YEARS.—If the adjusted basis of any 
property is determined under this paragraph, 
paragraph (4) shall be applied by substituting 
‘for each taxable year in such period’ for ‘for 
such period’. 

‘‘(D) OTHER SPECIAL RULES.— 
‘‘(i) PARTICIPATIONS AND RESIDUALS.—Not-

withstanding subparagraph (A), the taxpayer 
may exclude participations and residuals 
from the adjusted basis of such property and 
deduct such participations and residuals in 
the taxable year that such participations 
and residuals are paid. 

‘‘(ii) COORDINATION WITH OTHER RULES.—De-
ductions computed in accordance with this 
paragraph shall be allowable notwith-
standing paragraph (1)(B) or sections 263, 
263A, 404, 419, or 461(h). 

‘‘(E) AUTHORITY TO MAKE ADJUSTMENTS.— 
The Secretary shall prescribe appropriate 
adjustments to the basis of property and to 
the look-back method for the additional 
amounts allowable as a deduction solely by 
reason of this paragraph.’’. 

(b) DETERMINATION OF INCOME.—Section 
167(g)(5) (relating to special rules) is amend-
ed by redesignating subparagraphs (E) and 
(F) as subparagraphs (F) and (G), respec-
tively, and inserting after subparagraph (D) 
the following new subparagraph: 

‘‘(E) TREATMENT OF DISTRIBUTION COSTS.— 
For purposes of this subsection, the income 
with respect to any property shall be the 
taxpayer’s gross income from such prop-
erty.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 

Subtitle C—Manufacturing Relating to 
Timber 

SEC. 331. EXPENSING OF CERTAIN REFOREST-
ATION EXPENDITURES. 

(a) IN GENERAL.—So much of subsection (b) 
of section 194 (relating to amortization of re-
forestation expenditures) as precedes para-
graph (2) is amended to read as follows: 

‘‘(b) TREATMENT AS EXPENSES.— 
‘‘(1) ELECTION TO TREAT CERTAIN REFOREST-

ATION EXPENDITURES AS EXPENSES.— 
‘‘(A) IN GENERAL.—In the case of any quali-

fied timber property with respect to which 
the taxpayer has made (in accordance with 
regulations prescribed by the Secretary) an 
election under this subsection, the taxpayer 
shall treat reforestation expenditures which 
are paid or incurred during the taxable year 
with respect to such property as an expense 
which is not chargeable to capital account. 
The reforestation expenditures so treated 
shall be allowed as a deduction. 

‘‘(B) DOLLAR LIMITATION.—The aggregate 
amount of reforestation expenditures which 
may be taken into account under subpara-
graph (A) with respect to each qualified tim-
ber property for any taxable year shall not 
exceed $10,000 ($5,000 in the case of a separate 
return by a married individual (as defined in 
section 7703)).’’. 

(b) NET AMORTIZABLE BASIS.—Section 
194(c)(2) (defining amortizable basis) is 
amended by inserting ‘‘which have not been 
taken into account under subsection (b)’’ 
after ‘‘expenditures’’. 

(c) CONFORMING AMENDMENTS.— 
(1) Section 194(b) is amended by striking 

paragraphs (3) and (4). 
(2) Section 194(b)(2) is amended by striking 

‘‘paragraph (1)’’ both places it appears and 
inserting ‘‘paragraph (1)(B)’’. 

(3) Section 194(c) is amended by striking 
paragraph (4) and inserting the following 
new paragraphs: 

‘‘(4) TREATMENT OF TRUSTS AND ESTATES.— 
‘‘(A) IN GENERAL.—Except as provided in 

subparagraph (B), this section shall not 
apply to trusts and estates. 

‘‘(B) AMORTIZATION DEDUCTION ALLOWED TO 
ESTATES.—The benefit of the deduction for 
amortization provided by subsection (a) shall 
be allowed to estates in the same manner as 
in the case of an individual. The allowable 
deduction shall be apportioned between the 
income beneficiary and the fiduciary under 
regulations prescribed by the Secretary. Any 
amount so apportioned to a beneficiary shall 
be taken into account for purposes of deter-
mining the amount allowable as a deduction 
under subsection (a) to such beneficiary. 

‘‘(5) APPLICATION WITH OTHER DEDUCTIONS.— 
No deduction shall be allowed under any 
other provision of this chapter with respect 
to any expenditure with respect to which a 
deduction is allowed or allowable under this 
section to the taxpayer .’’. 

(4) The heading for section 194 is amended 
by striking ‘‘AMORTIZATION’’ and inserting 
‘‘TREATMENT’’. 

(5) The item relating to section 194 in the 
table of sections for part VI of subchapter B 
of chapter 1 is amended by striking ‘‘Amorti-
zation’’ and inserting ‘‘Treatment’’. 

(d) REPEAL OF REFORESTATION CREDIT.— 
(1) IN GENERAL.—Section 46 (relating to 

amount of credit) is amended— 
(A) by adding ‘‘and’’ at the end of para-

graph (1), 
(B) by striking ‘‘, and ’’ at the end of para-

graph (2) and inserting a period, and 
(C) by striking paragraph (3). 
(2) CONFORMING AMENDMENTS.— 
(A) Section 48 is amended— 
(i) by striking subsection (b), 
(ii) by striking ‘‘this subsection’’ in para-

graph (5) of subsection (a) and inserting 
‘‘subsection (a)’’, and 

(iii) by redesignating such paragraph (5) as 
subsection (b). 

(B) The heading for section 48 is amended 
by striking ‘‘ REFORESTATION CREDIT’’. 

(C) The item relating to section 48 in the 
table of sections for subpart E of part IV of 
subchapter A of chapter 1 is amended by 
striking ‘‘, reforestation credit’’. 

(D) Section 50(c)(3) is amended by striking 
‘‘or reforestation credit’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply with respect 
to expenditures paid or incurred after the 
date of the enactment of this Act. 
SEC. 332. ELECTION TO TREAT CUTTING OF TIM-

BER AS A SALE OR EXCHANGE. 
Any election under section 631(a) of the In-

ternal Revenue Code of 1986 made for a tax-
able year ending on or before the date of the 
enactment of this Act may be revoked by the 
taxpayer for any taxable year ending after 
such date. For purposes of determining 
whether the taxpayer may make a further 
election under such section, such election 
(and any revocation under this section) shall 
not be taken into account. 
SEC. 333. CAPITAL GAIN TREATMENT UNDER SEC-

TION 631(b) TO APPLY TO OUTRIGHT 
SALES BY LANDOWNERS. 

(a) IN GENERAL.—The first sentence of sec-
tion 631(b) (relating to disposal of timber 
with a retained economic interest) is amend-
ed by striking ‘‘retains an economic interest 
in such timber’’ and inserting ‘‘either retains 
an economic interest in such timber or 
makes an outright sale of such timber’’. 

(b) CONFORMING AMENDMENTS.— 
(1) The third sentence of section 631(b) is 

amended by striking ‘‘The date of disposal’’ 
and inserting ‘‘In the case of disposal of tim-
ber with a retained economic interest, the 
date of disposal’’. 

(2) The heading for section 631(b) is amend-
ed by striking ‘‘WITH A RETAINED ECONOMIC 
INTEREST’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales 
after the date of the enactment of this Act. 

VerDate Mar 15 2010 21:51 Jan 29, 2014 Jkt 081600 PO 00000 Frm 00085 Fmt 4624 Sfmt 0634 E:\2004SENATE\S10MY4.REC S10MY4m
m

ah
er

 o
n 

D
S

K
C

G
S

P
4G

1 
w

ith
 S

O
C

IA
LS

E
C

U
R

IT
Y



CONGRESSIONAL RECORD — SENATES5136 May 10, 2004 
SEC. 334. MODIFICATION OF SAFE HARBOR 

RULES FOR TIMBER REITS. 
(a) EXPANSION OF PROHIBITED TRANSACTION 

SAFE HARBOR.—Section 857(b)(6) (relating to 
income from prohibited transactions) is 
amended by redesignating subparagraphs (D) 
and (E) as subparagraphs (E) and (F), respec-
tively, and by inserting after subparagraph 
(C) the following new subparagraph: 

‘‘(D) CERTAIN SALES NOT TO CONSTITUTE 
PROHIBITED TRANSACTIONS.—For purposes of 
this part, the term ‘prohibited transaction’ 
does not include a sale of property which is 
a real estate asset (as defined in section 
856(c)(5)(B)) if— 

‘‘(i) the trust held the property for not less 
than 4 years in connection with the trade or 
business of producing timber, 

‘‘(ii) the aggregate expenditures made by 
the trust, or a partner of the trust, during 
the 4-year period preceding the date of sale 
which— 

‘‘(I) are includible in the basis of the prop-
erty (other than timberland acquisition ex-
penditures), and 

‘‘(II) are directly related to operation of 
the property for the production of timber or 
for the preservation of the property for use 
as timberland, 

do not exceed 30 percent of the net selling 
price of the property, 

‘‘(iii) the aggregate expenditures made by 
the trust, or a partner of the trust, during 
the 4-year period preceding the date of sale 
which— 

‘‘(I) are includible in the basis of the prop-
erty (other than timberland acquisition ex-
penditures), and 

‘‘(II) are not directly related to operation 
of the property for the production of timber, 
or for the preservation of the property for 
use as timberland, 

do not exceed 5 percent of the net selling 
price of the property, 

‘‘(iv)(I) during the taxable year the trust 
does not make more than 7 sales of property 
(other than sales of foreclosure property or 
sales to which section 1033 applies), or 

‘‘(II) the aggregate adjusted bases (as de-
termined for purposes of computing earnings 
and profits) of property (other than sales of 
foreclosure property or sales to which sec-
tion 1033 applies) sold during the taxable 
year does not exceed 10 percent of the aggre-
gate bases (as so determined) of all of the as-
sets of the trust as of the beginning of the 
taxable year, 

‘‘(v) in the case that the requirement of 
clause (iv)(I) is not satisfied, substantially 
all of the marketing expenditures with re-
spect to the property were made through an 
independent contractor (as defined in section 
856(d)(3)) from whom the trust itself does not 
derive or receive any income, and 

‘‘(vi) the sales price of the property sold by 
the trust is not based in whole or in part on 
income or profits, including income or prof-
its derived from the sale or operation of such 
property.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 

TITLE IV—ADDITIONAL PROVISIONS 
Subtitle A—Provisions Designed To Curtail 

Tax Shelters 
SEC. 401. CLARIFICATION OF ECONOMIC SUB-

STANCE DOCTRINE. 
(a) IN GENERAL.—Section 7701 is amended 

by redesignating subsection (n) as subsection 
(o) and by inserting after subsection (m) the 
following new subsection: 

‘‘(n) CLARIFICATION OF ECONOMIC SUB-
STANCE DOCTRINE; ETC.— 

‘‘(1) GENERAL RULES.— 
‘‘(A) IN GENERAL.—In any case in which a 

court determines that the economic sub-

stance doctrine is relevant for purposes of 
this title to a transaction (or series of trans-
actions), such transaction (or series of trans-
actions) shall have economic substance only 
if the requirements of this paragraph are 
met. 

‘‘(B) DEFINITION OF ECONOMIC SUBSTANCE.— 
For purposes of subparagraph (A)— 

‘‘(i) IN GENERAL.—A transaction has eco-
nomic substance only if— 

‘‘(I) the transaction changes in a meaning-
ful way (apart from Federal tax effects) the 
taxpayer’s economic position, and 

‘‘(II) the taxpayer has a substantial nontax 
purpose for entering into such transaction 
and the transaction is a reasonable means of 
accomplishing such purpose. 

In applying subclause (II), a purpose of 
achieving a financial accounting benefit 
shall not be taken into account in deter-
mining whether a transaction has a substan-
tial nontax purpose if the origin of such fi-
nancial accounting benefit is a reduction of 
income tax. 

‘‘(ii) SPECIAL RULE WHERE TAXPAYER RELIES 
ON PROFIT POTENTIAL.—A transaction shall 
not be treated as having economic substance 
by reason of having a potential for profit un-
less— 

‘‘(I) the present value of the reasonably ex-
pected pre-tax profit from the transaction is 
substantial in relation to the present value 
of the expected net tax benefits that would 
be allowed if the transaction were respected, 
and 

‘‘(II) the reasonably expected pre-tax profit 
from the transaction exceeds a risk-free rate 
of return. 

‘‘(C) TREATMENT OF FEES AND FOREIGN 
TAXES.—Fees and other transaction expenses 
and foreign taxes shall be taken into account 
as expenses in determining pre-tax profit 
under subparagraph (B)(ii). 

‘‘(2) SPECIAL RULES FOR TRANSACTIONS WITH 
TAX-INDIFFERENT PARTIES.— 

‘‘(A) SPECIAL RULES FOR FINANCING TRANS-
ACTIONS.—The form of a transaction which is 
in substance the borrowing of money or the 
acquisition of financial capital directly or 
indirectly from a tax-indifferent party shall 
not be respected if the present value of the 
deductions to be claimed with respect to the 
transaction is substantially in excess of the 
present value of the anticipated economic re-
turns of the person lending the money or 
providing the financial capital. A public of-
fering shall be treated as a borrowing, or an 
acquisition of financial capital, from a tax- 
indifferent party if it is reasonably expected 
that at least 50 percent of the offering will be 
placed with tax-indifferent parties. 

‘‘(B) ARTIFICIAL INCOME SHIFTING AND BASIS 
ADJUSTMENTS.—The form of a transaction 
with a tax-indifferent party shall not be re-
spected if— 

‘‘(i) it results in an allocation of income or 
gain to the tax-indifferent party in excess of 
such party’s economic income or gain, or 

‘‘(ii) it results in a basis adjustment or 
shifting of basis on account of overstating 
the income or gain of the tax-indifferent 
party. 

‘‘(3) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this subsection— 

‘‘(A) ECONOMIC SUBSTANCE DOCTRINE.—The 
term ‘economic substance doctrine’ means 
the common law doctrine under which tax 
benefits under subtitle A with respect to a 
transaction are not allowable if the trans-
action does not have economic substance or 
lacks a business purpose. 

‘‘(B) TAX-INDIFFERENT PARTY.—The term 
‘tax-indifferent party’ means any person or 
entity not subject to tax imposed by subtitle 
A. A person shall be treated as a tax-indif-
ferent party with respect to a transaction if 
the items taken into account with respect to 

the transaction have no substantial impact 
on such person’s liability under subtitle A. 

‘‘(C) EXCEPTION FOR PERSONAL TRANS-
ACTIONS OF INDIVIDUALS.—In the case of an 
individual, this subsection shall apply only 
to transactions entered into in connection 
with a trade or business or an activity en-
gaged in for the production of income. 

‘‘(D) TREATMENT OF LESSORS.—In applying 
paragraph (1)(B)(ii) to the lessor of tangible 
property subject to a lease— 

‘‘(i) the expected net tax benefits with re-
spect to the leased property shall not include 
the benefits of— 

‘‘(I) depreciation, 
‘‘(II) any tax credit, or 
‘‘(III) any other deduction as provided in 

guidance by the Secretary, and 
‘‘(ii) subclause (II) of paragraph (1)(B)(ii) 

shall be disregarded in determining whether 
any of such benefits are allowable. 

‘‘(4) OTHER COMMON LAW DOCTRINES NOT AF-
FECTED.—Except as specifically provided in 
this subsection, the provisions of this sub-
section shall not be construed as altering or 
supplanting any other rule of law, and the 
requirements of this subsection shall be con-
strued as being in addition to any such other 
rule of law. 

‘‘(5) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection. Such regulations 
may include exemptions from the applica-
tion of this subsection.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act. 
SEC. 402. PENALTY FOR FAILING TO DISCLOSE 

REPORTABLE TRANSACTION. 
(a) IN GENERAL.—Part I of subchapter B of 

chapter 68 (relating to assessable penalties) 
is amended by inserting after section 6707 
the following new section: 
‘‘SEC. 6707A. PENALTY FOR FAILURE TO INCLUDE 

REPORTABLE TRANSACTION INFOR-
MATION WITH RETURN OR STATE-
MENT. 

‘‘(a) IMPOSITION OF PENALTY.—Any person 
who fails to include on any return or state-
ment any information with respect to a re-
portable transaction which is required under 
section 6011 to be included with such return 
or statement shall pay a penalty in the 
amount determined under subsection (b). 

‘‘(b) AMOUNT OF PENALTY.— 
‘‘(1) IN GENERAL.—Except as provided in 

paragraphs (2) and (3), the amount of the 
penalty under subsection (a) shall be $50,000. 

‘‘(2) LISTED TRANSACTION.—The amount of 
the penalty under subsection (a) with respect 
to a listed transaction shall be $100,000. 

‘‘(3) INCREASE IN PENALTY FOR LARGE ENTI-
TIES AND HIGH NET WORTH INDIVIDUALS.— 

‘‘(A) IN GENERAL.—In the case of a failure 
under subsection (a) by— 

‘‘(i) a large entity, or 
‘‘(ii) a high net worth individual, 

the penalty under paragraph (1) or (2) shall 
be twice the amount determined without re-
gard to this paragraph. 

‘‘(B) LARGE ENTITY.—For purposes of sub-
paragraph (A), the term ‘large entity’ means, 
with respect to any taxable year, a person 
(other than a natural person) with gross re-
ceipts in excess of $10,000,000 for the taxable 
year in which the reportable transaction oc-
curs or the preceding taxable year. Rules 
similar to the rules of paragraph (2) and sub-
paragraphs (B), (C), and (D) of paragraph (3) 
of section 448(c) shall apply for purposes of 
this subparagraph. 

‘‘(C) HIGH NET WORTH INDIVIDUAL.—For pur-
poses of subparagraph (A), the term ‘high net 
worth individual’ means, with respect to a 
reportable transaction, a natural person 
whose net worth exceeds $2,000,000 imme-
diately before the transaction. 
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‘‘(c) DEFINITIONS.—For purposes of this sec-

tion— 
‘‘(1) REPORTABLE TRANSACTION.—The term 

‘reportable transaction’ means any trans-
action with respect to which information is 
required to be included with a return or 
statement because, as determined under reg-
ulations prescribed under section 6011, such 
transaction is of a type which the Secretary 
determines as having a potential for tax 
avoidance or evasion. 

‘‘(2) LISTED TRANSACTION.—Except as pro-
vided in regulations, the term ‘listed trans-
action’ means a reportable transaction 
which is the same as, or substantially simi-
lar to, a transaction specifically identified 
by the Secretary as a tax avoidance trans-
action for purposes of section 6011. 

‘‘(d) AUTHORITY TO RESCIND PENALTY.— 
‘‘(1) IN GENERAL.—The Commissioner of In-

ternal Revenue may rescind all or any por-
tion of any penalty imposed by this section 
with respect to any violation if— 

‘‘(A) the violation is with respect to a re-
portable transaction other than a listed 
transaction, 

‘‘(B) the person on whom the penalty is im-
posed has a history of complying with the re-
quirements of this title, 

‘‘(C) it is shown that the violation is due to 
an unintentional mistake of fact; 

‘‘(D) imposing the penalty would be 
against equity and good conscience, and 

‘‘(E) rescinding the penalty would promote 
compliance with the requirements of this 
title and effective tax administration. 

‘‘(2) DISCRETION.—The exercise of authority 
under paragraph (1) shall be at the sole dis-
cretion of the Commissioner and may be del-
egated only to the head of the Office of Tax 
Shelter Analysis. The Commissioner, in the 
Commissioner’s sole discretion, may estab-
lish a procedure to determine if a penalty 
should be referred to the Commissioner or 
the head of such Office for a determination 
under paragraph (1). 

‘‘(3) NO APPEAL.—Notwithstanding any 
other provision of law, any determination 
under this subsection may not be reviewed in 
any administrative or judicial proceeding. 

‘‘(4) RECORDS.—If a penalty is rescinded 
under paragraph (1), the Commissioner shall 
place in the file in the Office of the Commis-
sioner the opinion of the Commissioner or 
the head of the Office of Tax Shelter Anal-
ysis with respect to the determination, in-
cluding— 

‘‘(A) the facts and circumstances of the 
transaction, 

‘‘(B) the reasons for the rescission, and 
‘‘(C) the amount of the penalty rescinded. 
‘‘(5) REPORT.—The Commissioner shall 

each year report to the Committee on Ways 
and Means of the House of Representatives 
and the Committee on Finance of the Sen-
ate— 

‘‘(A) a summary of the total number and 
aggregate amount of penalties imposed, and 
rescinded, under this section, and 

‘‘(B) a description of each penalty re-
scinded under this subsection and the rea-
sons therefor. 

‘‘(e) PENALTY REPORTED TO SEC.—In the 
case of a person— 

‘‘(1) which is required to file periodic re-
ports under section 13 or 15(d) of the Securi-
ties Exchange Act of 1934 or is required to be 
consolidated with another person for pur-
poses of such reports, and 

‘‘(2) which— 
‘‘(A) is required to pay a penalty under this 

section with respect to a listed transaction, 
‘‘(B) is required to pay a penalty under sec-

tion 6662A with respect to any reportable 
transaction at a rate prescribed under sec-
tion 6662A(c), or 

‘‘(C) is required to pay a penalty under sec-
tion 6662B with respect to any noneconomic 
substance transaction, 
the requirement to pay such penalty shall be 
disclosed in such reports filed by such person 
for such periods as the Secretary shall speci-
fy. Failure to make a disclosure in accord-
ance with the preceding sentence shall be 
treated as a failure to which the penalty 
under subsection (b)(2) applies. 

‘‘(f) COORDINATION WITH OTHER PEN-
ALTIES.—The penalty imposed by this section 
is in addition to any penalty imposed under 
this title.’’. 

(b) CONFORMING AMENDMENT.—The table of 
sections for part I of subchapter B of chapter 
68 is amended by inserting after the item re-
lating to section 6707 the following: 

‘‘Sec. 6707A. Penalty for failure to include re-
portable transaction informa-
tion with return or state-
ment.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to returns 
and statements the due date for which is 
after the date of the enactment of this Act. 
SEC. 403. ACCURACY-RELATED PENALTY FOR 

LISTED TRANSACTIONS AND OTHER 
REPORTABLE TRANSACTIONS HAV-
ING A SIGNIFICANT TAX AVOIDANCE 
PURPOSE. 

(a) IN GENERAL.—Subchapter A of chapter 
68 is amended by inserting after section 6662 
the following new section: 
‘‘SEC. 6662A. IMPOSITION OF ACCURACY-RE-

LATED PENALTY ON UNDERSTATE-
MENTS WITH RESPECT TO REPORT-
ABLE TRANSACTIONS. 

‘‘(a) IMPOSITION OF PENALTY.—If a taxpayer 
has a reportable transaction understatement 
for any taxable year, there shall be added to 
the tax an amount equal to 20 percent of the 
amount of such understatement. 

‘‘(b) REPORTABLE TRANSACTION UNDER-
STATEMENT.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘reportable 
transaction understatement’ means the sum 
of— 

‘‘(A) the product of— 
‘‘(i) the amount of the increase (if any) in 

taxable income which results from a dif-
ference between the proper tax treatment of 
an item to which this section applies and the 
taxpayer’s treatment of such item (as shown 
on the taxpayer’s return of tax), and 

‘‘(ii) the highest rate of tax imposed by 
section 1 (section 11 in the case of a taxpayer 
which is a corporation), and 

‘‘(B) the amount of the decrease (if any) in 
the aggregate amount of credits determined 
under subtitle A which results from a dif-
ference between the taxpayer’s treatment of 
an item to which this section applies (as 
shown on the taxpayer’s return of tax) and 
the proper tax treatment of such item. 
For purposes of subparagraph (A), any reduc-
tion of the excess of deductions allowed for 
the taxable year over gross income for such 
year, and any reduction in the amount of 
capital losses which would (without regard 
to section 1211) be allowed for such year, 
shall be treated as an increase in taxable in-
come. 

‘‘(2) ITEMS TO WHICH SECTION APPLIES.—This 
section shall apply to any item which is at-
tributable to— 

‘‘(A) any listed transaction, and 
‘‘(B) any reportable transaction (other 

than a listed transaction) if a significant 
purpose of such transaction is the avoidance 
or evasion of Federal income tax. 

‘‘(c) HIGHER PENALTY FOR NONDISCLOSED 
LISTED AND OTHER AVOIDANCE TRANS-
ACTIONS.— 

‘‘(1) IN GENERAL.—Subsection (a) shall be 
applied by substituting ‘30 percent’ for ‘20 
percent’ with respect to the portion of any 

reportable transaction understatement with 
respect to which the requirement of section 
6664(d)(2)(A) is not met. 

‘‘(2) RULES APPLICABLE TO ASSERTION AND 
COMPROMISE OF PENALTY.— 

‘‘(A) IN GENERAL.—Only upon the approval 
by the Chief Counsel for the Internal Rev-
enue Service or the Chief Counsel’s delegate 
at the national office of the Internal Rev-
enue Service may a penalty to which para-
graph (1) applies be included in a 1st letter of 
proposed deficiency which allows the tax-
payer an opportunity for administrative re-
view in the Internal Revenue Service Office 
of Appeals. If such a letter is provided to the 
taxpayer, only the Commissioner of Internal 
Revenue may compromise all or any portion 
of such penalty. 

‘‘(B) APPLICABLE RULES.—The rules of para-
graphs (2), (3), (4), and (5) of section 6707A(d) 
shall apply for purposes of subparagraph (A). 

‘‘(d) DEFINITIONS OF REPORTABLE AND LIST-
ED TRANSACTIONS.—For purposes of this sec-
tion, the terms ‘reportable transaction’ and 
‘listed transaction’ have the respective 
meanings given to such terms by section 
6707A(c). 

‘‘(e) SPECIAL RULES.— 
‘‘(1) COORDINATION WITH PENALTIES, ETC., ON 

OTHER UNDERSTATEMENTS.—In the case of an 
understatement (as defined in section 
6662(d)(2))— 

‘‘(A) the amount of such understatement 
(determined without regard to this para-
graph) shall be increased by the aggregate 
amount of reportable transaction under-
statements and noneconomic substance 
transaction understatements for purposes of 
determining whether such understatement is 
a substantial understatement under section 
6662(d)(1), and 

‘‘(B) the addition to tax under section 
6662(a) shall apply only to the excess of the 
amount of the substantial understatement 
(if any) after the application of subparagraph 
(A) over the aggregate amount of reportable 
transaction understatements and non-
economic substance transaction understate-
ments. 

‘‘(2) COORDINATION WITH OTHER PENALTIES.— 
‘‘(A) APPLICATION OF FRAUD PENALTY.—Ref-

erences to an underpayment in section 6663 
shall be treated as including references to a 
reportable transaction understatement and a 
noneconomic substance transaction under-
statement. 

‘‘(B) NO DOUBLE PENALTY.—This section 
shall not apply to any portion of an under-
statement on which a penalty is imposed 
under section 6662B or 6663. 

‘‘(3) SPECIAL RULE FOR AMENDED RETURNS.— 
Except as provided in regulations, in no 
event shall any tax treatment included with 
an amendment or supplement to a return of 
tax be taken into account in determining the 
amount of any reportable transaction under-
statement or noneconomic substance trans-
action understatement if the amendment or 
supplement is filed after the earlier of the 
date the taxpayer is first contacted by the 
Secretary regarding the examination of the 
return or such other date as is specified by 
the Secretary. 

‘‘(4) NONECONOMIC SUBSTANCE TRANSACTION 
UNDERSTATEMENT.—For purposes of this sub-
section, the term ‘noneconomic substance 
transaction understatement’ has the mean-
ing given such term by section 6662B(c). 

‘‘(5) CROSS REFERENCE.— 
‘‘For reporting of section 6662A(c) penalty 

to the Securities and Exchange Commission, 
see section 6707A(e).’’. 

(b) DETERMINATION OF OTHER UNDERSTATE-
MENTS.—Subparagraph (A) of section 
6662(d)(2) is amended by adding at the end 
the following flush sentence: 

‘‘The excess under the preceding sentence 
shall be determined without regard to items 
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to which section 6662A applies and without 
regard to items with respect to which a pen-
alty is imposed by section 6662B.’’. 

(c) REASONABLE CAUSE EXCEPTION.— 
(1) IN GENERAL.—Section 6664 is amended 

by adding at the end the following new sub-
section: 

‘‘(d) REASONABLE CAUSE EXCEPTION FOR RE-
PORTABLE TRANSACTION UNDERSTATEMENTS.— 

‘‘(1) IN GENERAL.—No penalty shall be im-
posed under section 6662A with respect to 
any portion of a reportable transaction un-
derstatement if it is shown that there was a 
reasonable cause for such portion and that 
the taxpayer acted in good faith with respect 
to such portion. 

‘‘(2) SPECIAL RULES.—Paragraph (1) shall 
not apply to any reportable transaction un-
derstatement unless— 

‘‘(A) the relevant facts affecting the tax 
treatment of the item are adequately dis-
closed in accordance with the regulations 
prescribed under section 6011, 

‘‘(B) there is or was substantial authority 
for such treatment, and 

‘‘(C) the taxpayer reasonably believed that 
such treatment was more likely than not the 
proper treatment. 
A taxpayer failing to adequately disclose in 
accordance with section 6011 shall be treated 
as meeting the requirements of subparagraph 
(A) if the penalty for such failure was re-
scinded under section 6707A(d). 

‘‘(3) RULES RELATING TO REASONABLE BE-
LIEF.—For purposes of paragraph (2)(C)— 

‘‘(A) IN GENERAL.—A taxpayer shall be 
treated as having a reasonable belief with re-
spect to the tax treatment of an item only if 
such belief— 

‘‘(i) is based on the facts and law that exist 
at the time the return of tax which includes 
such tax treatment is filed, and 

‘‘(ii) relates solely to the taxpayer’s 
chances of success on the merits of such 
treatment and does not take into account 
the possibility that a return will not be au-
dited, such treatment will not be raised on 
audit, or such treatment will be resolved 
through settlement if it is raised. 

‘‘(B) CERTAIN OPINIONS MAY NOT BE RELIED 
UPON.— 

‘‘(i) IN GENERAL.—An opinion of a tax advi-
sor may not be relied upon to establish the 
reasonable belief of a taxpayer if— 

‘‘(I) the tax advisor is described in clause 
(ii), or 

‘‘(II) the opinion is described in clause (iii). 
‘‘(ii) DISQUALIFIED TAX ADVISORS.—A tax 

advisor is described in this clause if the tax 
advisor— 

‘‘(I) is a material advisor (within the mean-
ing of section 6111(b)(1)) who participates in 
the organization, management, promotion, 
or sale of the transaction or who is related 
(within the meaning of section 267(b) or 
707(b)(1)) to any person who so participates, 

‘‘(II) is compensated directly or indirectly 
by a material advisor with respect to the 
transaction, 

‘‘(III) has a fee arrangement with respect 
to the transaction which is contingent on all 
or part of the intended tax benefits from the 
transaction being sustained, or 

‘‘(IV) as determined under regulations pre-
scribed by the Secretary, has a disqualifying 
financial interest with respect to the trans-
action. 

‘‘(iii) DISQUALIFIED OPINIONS.—For purposes 
of clause (i), an opinion is disqualified if the 
opinion— 

‘‘(I) is based on unreasonable factual or 
legal assumptions (including assumptions as 
to future events), 

‘‘(II) unreasonably relies on representa-
tions, statements, findings, or agreements of 
the taxpayer or any other person, 

‘‘(III) does not identify and consider all rel-
evant facts, or 

‘‘(IV) fails to meet any other requirement 
as the Secretary may prescribe.’’. 

(2) CONFORMING AMENDMENT.—The heading 
for subsection (c) of section 6664 is amended 
by inserting ‘‘FOR UNDERPAYMENTS’’ after 
‘‘EXCEPTION’’. 

(d) CONFORMING AMENDMENTS.— 
(1) Subparagraph (C) of section 461(i)(3) is 

amended by striking ‘‘section 
6662(d)(2)(C)(iii)’’ and inserting ‘‘section 
1274(b)(3)(C)’’. 

(2) Paragraph (3) of section 1274(b) is 
amended— 

(A) by striking ‘‘(as defined in section 
6662(d)(2)(C)(iii))’’ in subparagraph (B)(i), and 

(B) by adding at the end the following new 
subparagraph: 

‘‘(C) TAX SHELTER.—For purposes of sub-
paragraph (B), the term ‘tax shelter’ means— 

‘‘(i) a partnership or other entity, 
‘‘(ii) any investment plan or arrangement, 

or 
‘‘(iii) any other plan or arrangement, 

if a significant purpose of such partnership, 
entity, plan, or arrangement is the avoid-
ance or evasion of Federal income tax.’’. 

(3) Section 6662(d)(2) is amended by strik-
ing subparagraphs (C) and (D). 

(4) Section 6664(c)(1) is amended by strik-
ing ‘‘this part’’ and inserting ‘‘section 6662 or 
6663’’. 

(5) Subsection (b) of section 7525 is amend-
ed by striking ‘‘section 6662(d)(2)(C)(iii)’’ and 
inserting ‘‘section 1274(b)(3)(C)’’. 

(6)(A) The heading for section 6662 is 
amended to read as follows: 
‘‘SEC. 6662. IMPOSITION OF ACCURACY-RELATED 

PENALTY ON UNDERPAYMENTS.’’. 
(B) The table of sections for part II of sub-

chapter A of chapter 68 is amended by strik-
ing the item relating to section 6662 and in-
serting the following new items: 

‘‘Sec. 6662. Imposition of accuracy-related 
penalty on underpayments. 

‘‘Sec. 6662A. Imposition of accuracy-related 
penalty on understatements 
with respect to reportable 
transactions.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after the date of the enactment 
of this Act. 
SEC. 404. PENALTY FOR UNDERSTATEMENTS AT-

TRIBUTABLE TO TRANSACTIONS 
LACKING ECONOMIC SUBSTANCE, 
ETC. 

(a) IN GENERAL.—Subchapter A of chapter 
68 is amended by inserting after section 
6662A the following new section: 
‘‘SEC. 6662B. PENALTY FOR UNDERSTATEMENTS 

ATTRIBUTABLE TO TRANSACTIONS 
LACKING ECONOMIC SUBSTANCE, 
ETC. 

‘‘(a) IMPOSITION OF PENALTY.—If a taxpayer 
has an noneconomic substance transaction 
understatement for any taxable year, there 
shall be added to the tax an amount equal to 
40 percent of the amount of such understate-
ment. 

‘‘(b) REDUCTION OF PENALTY FOR DISCLOSED 
TRANSACTIONS.—Subsection (a) shall be ap-
plied by substituting ‘20 percent’ for ‘40 per-
cent’ with respect to the portion of any non-
economic substance transaction understate-
ment with respect to which the relevant 
facts affecting the tax treatment of the item 
are adequately disclosed in the return or a 
statement attached to the return. 

‘‘(c) NONECONOMIC SUBSTANCE TRANSACTION 
UNDERSTATEMENT.—For purposes of this sec-
tion— 

‘‘(1) IN GENERAL.—The term ‘noneconomic 
substance transaction understatement’ 
means any amount which would be an under-
statement under section 6662A(b)(1) if section 
6662A were applied by taking into account 
items attributable to noneconomic sub-

stance transactions rather than items to 
which section 6662A would apply without re-
gard to this paragraph. 

‘‘(2) NONECONOMIC SUBSTANCE TRANS-
ACTION.—The term ‘noneconomic substance 
transaction’ means any transaction if— 

‘‘(A) there is a lack of economic substance 
(within the meaning of section 7701(n)(1)) for 
the transaction giving rise to the claimed 
benefit or the transaction was not respected 
under section 7701(n)(2), or 

‘‘(B) the transaction fails to meet the re-
quirements of any similar rule of law. 

‘‘(d) RULES APPLICABLE TO COMPROMISE OF 
PENALTY.— 

‘‘(1) IN GENERAL.—If the 1st letter of pro-
posed deficiency which allows the taxpayer 
an opportunity for administrative review in 
the Internal Revenue Service Office of Ap-
peals has been sent with respect to a penalty 
to which this section applies, only the Com-
missioner of Internal Revenue may com-
promise all or any portion of such penalty. 

‘‘(2) APPLICABLE RULES.—The rules of para-
graphs (2), (3), (4), and (5) of section 6707A(d) 
shall apply for purposes of paragraph (1). 

‘‘(e) COORDINATION WITH OTHER PEN-
ALTIES.—Except as otherwise provided in this 
part, the penalty imposed by this section 
shall be in addition to any other penalty im-
posed by this title. 

‘‘(f) CROSS REFERENCES.— 
‘‘(1) For coordination of penalty with un-

derstatements under section 6662 and other 
special rules, see section 6662A(e). 

‘‘(2) For reporting of penalty imposed 
under this section to the Securities and Ex-
change Commission, see section 6707A(e).’’. 

(b) CLERICAL AMENDMENT.—The table of 
sections for part II of subchapter A of chap-
ter 68 is amended by inserting after the item 
relating to section 6662A the following new 
item: 

‘‘Sec. 6662B. Penalty for understatements at-
tributable to transactions lack-
ing economic substance, etc.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act. 
SEC. 405. MODIFICATIONS OF SUBSTANTIAL UN-

DERSTATEMENT PENALTY FOR NON-
REPORTABLE TRANSACTIONS. 

(a) SUBSTANTIAL UNDERSTATEMENT OF COR-
PORATIONS.—Section 6662(d)(1)(B) (relating to 
special rule for corporations) is amended to 
read as follows: 

‘‘(B) SPECIAL RULE FOR CORPORATIONS.—In 
the case of a corporation other than an S 
corporation or a personal holding company 
(as defined in section 542), there is a substan-
tial understatement of income tax for any 
taxable year if the amount of the understate-
ment for the taxable year exceeds the lesser 
of— 

‘‘(i) 10 percent of the tax required to be 
shown on the return for the taxable year (or, 
if greater, $10,000), or 

‘‘(ii) $10,000,000.’’. 
(b) REDUCTION FOR UNDERSTATEMENT OF 

TAXPAYER DUE TO POSITION OF TAXPAYER OR 
DISCLOSED ITEM.— 

(1) IN GENERAL.—Section 6662(d)(2)(B)(i) (re-
lating to substantial authority) is amended 
to read as follows: 

‘‘(i) the tax treatment of any item by the 
taxpayer if the taxpayer had reasonable be-
lief that the tax treatment was more likely 
than not the proper treatment, or’’. 

(2) CONFORMING AMENDMENT.—Section 
6662(d) is amended by adding at the end the 
following new paragraph: 

‘‘(3) SECRETARIAL LIST.—For purposes of 
this subsection, section 6664(d)(2), and sec-
tion 6694(a)(1), the Secretary may prescribe a 
list of positions for which the Secretary be-
lieves there is not substantial authority or 

VerDate Mar 15 2010 21:51 Jan 29, 2014 Jkt 081600 PO 00000 Frm 00088 Fmt 4624 Sfmt 0634 E:\2004SENATE\S10MY4.REC S10MY4m
m

ah
er

 o
n 

D
S

K
C

G
S

P
4G

1 
w

ith
 S

O
C

IA
LS

E
C

U
R

IT
Y



CONGRESSIONAL RECORD — SENATE S5139 May 10, 2004 
there is no reasonable belief that the tax 
treatment is more likely than not the proper 
tax treatment. Such list (and any revisions 
thereof) shall be published in the Federal 
Register or the Internal Revenue Bulletin.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 406. TAX SHELTER EXCEPTION TO CON-

FIDENTIALITY PRIVILEGES RELAT-
ING TO TAXPAYER COMMUNICA-
TIONS. 

(a) IN GENERAL.—Section 7525(b) (relating 
to section not to apply to communications 
regarding corporate tax shelters) is amended 
to read as follows: 

‘‘(b) SECTION NOT TO APPLY TO COMMUNICA-
TIONS REGARDING TAX SHELTERS.—The privi-
lege under subsection (a) shall not apply to 
any written communication which is— 

‘‘(1) between a federally authorized tax 
practitioner and— 

‘‘(A) any person, 
‘‘(B) any director, officer, employee, agent, 

or representative of the person, or 
‘‘(C) any other person holding a capital or 

profits interest in the person, and 
‘‘(2) in connection with the promotion of 

the direct or indirect participation of the 
person in any tax shelter (as defined in sec-
tion 1274(b)(3)(C)).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to commu-
nications made on or after the date of the 
enactment of this Act. 
SEC. 407. DISCLOSURE OF REPORTABLE TRANS-

ACTIONS. 
(a) IN GENERAL.—Section 6111 (relating to 

registration of tax shelters) is amended to 
read as follows: 
‘‘SEC. 6111. DISCLOSURE OF REPORTABLE TRANS-

ACTIONS. 
‘‘(a) IN GENERAL.—Each material advisor 

with respect to any reportable transaction 
shall make a return (in such form as the Sec-
retary may prescribe) setting forth— 

‘‘(1) information identifying and describing 
the transaction, 

‘‘(2) information describing any potential 
tax benefits expected to result from the 
transaction, and 

‘‘(3) such other information as the Sec-
retary may prescribe. 
Such return shall be filed not later than the 
date specified by the Secretary. 

‘‘(b) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) MATERIAL ADVISOR.— 
‘‘(A) IN GENERAL.—The term ‘material ad-

visor’ means any person— 
‘‘(i) who provides any material aid, assist-

ance, or advice with respect to organizing, 
managing, promoting, selling, implementing, 
or carrying out any reportable transaction, 
and 

‘‘(ii) who directly or indirectly derives 
gross income in excess of the threshold 
amount for such aid, assistance, or advice. 

‘‘(B) THRESHOLD AMOUNT.—For purposes of 
subparagraph (A), the threshold amount is— 

‘‘(i) $50,000 in the case of a reportable 
transaction substantially all of the tax bene-
fits from which are provided to natural per-
sons, and 

‘‘(ii) $250,000 in any other case. 
‘‘(2) REPORTABLE TRANSACTION.—The term 

‘reportable transaction’ has the meaning 
given to such term by section 6707A(c). 

‘‘(c) REGULATIONS.—The Secretary may 
prescribe regulations which provide— 

‘‘(1) that only 1 person shall be required to 
meet the requirements of subsection (a) in 
cases in which 2 or more persons would oth-
erwise be required to meet such require-
ments, 

‘‘(2) exemptions from the requirements of 
this section, and 

‘‘(3) such rules as may be necessary or ap-
propriate to carry out the purposes of this 
section.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) The item relating to section 6111 in the 

table of sections for subchapter B of chapter 
61 is amended to read as follows: 

‘‘Sec. 6111. Disclosure of reportable trans-
actions.’’. 

(2)(A) So much of section 6112 as precedes 
subsection (c) thereof is amended to read as 
follows: 

‘‘SEC. 6112. MATERIAL ADVISORS OF REPORT-
ABLE TRANSACTIONS MUST KEEP 
LISTS OF ADVISEES. 

‘‘(a) IN GENERAL.—Each material advisor 
(as defined in section 6111) with respect to 
any reportable transaction (as defined in sec-
tion 6707A(c)) shall maintain, in such manner 
as the Secretary may by regulations pre-
scribe, a list— 

‘‘(1) identifying each person with respect to 
whom such advisor acted as such a material 
advisor with respect to such transaction, and 

‘‘(2) containing such other information as 
the Secretary may by regulations require. 
This section shall apply without regard to 
whether a material advisor is required to file 
a return under section 6111 with respect to 
such transaction.’’. 

(B) Section 6112 is amended by redesig-
nating subsection (c) as subsection (b). 

(C) Section 6112(b), as redesignated by sub-
paragraph (B), is amended— 

(i) by inserting ‘‘written’’ before ‘‘request’’ 
in paragraph (1)(A), and 

(ii) by striking ‘‘shall prescribe’’ in para-
graph (2) and inserting ‘‘may prescribe’’. 

(D) The item relating to section 6112 in the 
table of sections for subchapter B of chapter 
61 is amended to read as follows: 

‘‘Sec. 6112. Material advisors of reportable 
transactions must keep lists of 
advisees.’’. 

(3)(A) The heading for section 6708 is 
amended to read as follows: 

‘‘SEC. 6708. FAILURE TO MAINTAIN LISTS OF 
ADVISEES WITH RESPECT TO RE-
PORTABLE TRANSACTIONS.’’. 

(B) The item relating to section 6708 in the 
table of sections for part I of subchapter B of 
chapter 68 is amended to read as follows: 

‘‘Sec. 6708. Failure to maintain lists of 
advisees with respect to report-
able transactions.’’. 

(c) REQUIRED DISCLOSURE NOT SUBJECT TO 
CLAIM OF CONFIDENTIALITY.—Subparagraph 
(A) of section 6112(b)(1), as redesignated by 
subsection (b)(2)(B), is amended by adding at 
the end the following new flush sentence: 

‘‘For purposes of this section, the identity of 
any person on such list shall not be privi-
leged.’’. 

(d) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to transactions with re-
spect to which material aid, assistance, or 
advice referred to in section 6111(b)(1)(A)(i) 
of the Internal Revenue Code of 1986 (as 
added by this section) is provided after the 
date of the enactment of this Act. 

(2) NO CLAIM OF CONFIDENTIALITY AGAINST 
DISCLOSURE.—The amendment made by sub-
section (c) shall take effect as if included in 
the amendments made by section 142 of the 
Deficit Reduction Act of 1984. 

SEC. 408. MODIFICATIONS TO PENALTY FOR FAIL-
URE TO REGISTER TAX SHELTERS. 

(a) IN GENERAL.—Section 6707 (relating to 
failure to furnish information regarding tax 
shelters) is amended to read as follows: 

‘‘SEC. 6707. FAILURE TO FURNISH INFORMATION 
REGARDING REPORTABLE TRANS-
ACTIONS. 

‘‘(a) IN GENERAL.—If a person who is re-
quired to file a return under section 6111(a) 
with respect to any reportable transaction— 

‘‘(1) fails to file such return on or before 
the date prescribed therefor, or 

‘‘(2) files false or incomplete information 
with the Secretary with respect to such 
transaction, 
such person shall pay a penalty with respect 
to such return in the amount determined 
under subsection (b). 

‘‘(b) AMOUNT OF PENALTY.— 
‘‘(1) IN GENERAL.—Except as provided in 

paragraph (2), the penalty imposed under 
subsection (a) with respect to any failure 
shall be $50,000. 

‘‘(2) LISTED TRANSACTIONS.—The penalty 
imposed under subsection (a) with respect to 
any listed transaction shall be an amount 
equal to the greater of— 

‘‘(A) $200,000, or 
‘‘(B) 50 percent of the gross income derived 

by such person with respect to aid, assist-
ance, or advice which is provided with re-
spect to the listed transaction before the 
date the return including the transaction is 
filed under section 6111. 

Subparagraph (B) shall be applied by sub-
stituting ‘75 percent’ for ‘50 percent’ in the 
case of an intentional failure or act de-
scribed in subsection (a). 

‘‘(c) CERTAIN RULES TO APPLY.—The provi-
sions of section 6707A(d) shall apply to any 
penalty imposed under this section. 

‘‘(d) REPORTABLE AND LISTED TRANS-
ACTIONS.—The terms ‘reportable transaction’ 
and ‘listed transaction’ have the respective 
meanings given to such terms by section 
6707A(c).’’. 

(b) CLERICAL AMENDMENT.—The item relat-
ing to section 6707 in the table of sections for 
part I of subchapter B of chapter 68 is 
amended by striking ‘‘tax shelters’’ and in-
serting ‘‘reportable transactions’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to returns 
the due date for which is after the date of 
the enactment of this Act. 
SEC. 409. MODIFICATION OF PENALTY FOR FAIL-

URE TO MAINTAIN LISTS OF INVES-
TORS. 

(a) IN GENERAL.—Subsection (a) of section 
6708 is amended to read as follows: 

‘‘(a) IMPOSITION OF PENALTY.— 
‘‘(1) IN GENERAL.—If any person who is re-

quired to maintain a list under section 
6112(a) fails to make such list available upon 
written request to the Secretary in accord-
ance with section 6112(b)(1)(A) within 20 busi-
ness days after the date of the Secretary’s 
request, such person shall pay a penalty of 
$10,000 for each day of such failure after such 
20th day. 

‘‘(2) REASONABLE CAUSE EXCEPTION.—No 
penalty shall be imposed by paragraph (1) 
with respect to the failure on any day if such 
failure is due to reasonable cause.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to requests 
made after the date of the enactment of this 
Act. 
SEC. 410. MODIFICATION OF ACTIONS TO ENJOIN 

CERTAIN CONDUCT RELATED TO 
TAX SHELTERS AND REPORTABLE 
TRANSACTIONS. 

(a) IN GENERAL.—Section 7408 (relating to 
action to enjoin promoters of abusive tax 
shelters, etc.) is amended by redesignating 
subsection (c) as subsection (d) and by strik-
ing subsections (a) and (b) and inserting the 
following new subsections: 

‘‘(a) AUTHORITY TO SEEK INJUNCTION.—A 
civil action in the name of the United States 
to enjoin any person from further engaging 
in specified conduct may be commenced at 
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the request of the Secretary. Any action 
under this section shall be brought in the 
district court of the United States for the 
district in which such person resides, has his 
principal place of business, or has engaged in 
specified conduct. The court may exercise its 
jurisdiction over such action (as provided in 
section 7402(a)) separate and apart from any 
other action brought by the United States 
against such person. 

‘‘(b) ADJUDICATION AND DECREE.—In any ac-
tion under subsection (a), if the court finds— 

‘‘(1) that the person has engaged in any 
specified conduct, and 

‘‘(2) that injunctive relief is appropriate to 
prevent recurrence of such conduct, 
the court may enjoin such person from en-
gaging in such conduct or in any other activ-
ity subject to penalty under this title. 

‘‘(c) SPECIFIED CONDUCT.—For purposes of 
this section, the term ‘specified conduct’ 
means any action, or failure to take action, 
subject to penalty under section 6700, 6701, 
6707, or 6708.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) The heading for section 7408 is amended 

to read as follows: 
‘‘SEC. 7408. ACTIONS TO ENJOIN SPECIFIED CON-

DUCT RELATED TO TAX SHELTERS 
AND REPORTABLE TRANSACTIONS.’’. 

(2) The table of sections for subchapter A 
of chapter 67 is amended by striking the item 
relating to section 7408 and inserting the fol-
lowing new item: 

‘‘Sec. 7408. Actions to enjoin specified 
conduct related to tax shelters 
and reportable transactions.’’. 

(c) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on the 
day after the date of the enactment of this 
Act. 
SEC. 411. UNDERSTATEMENT OF TAXPAYER’S LI-

ABILITY BY INCOME TAX RETURN 
PREPARER. 

(a) STANDARDS CONFORMED TO TAXPAYER 
STANDARDS.—Section 6694(a) (relating to un-
derstatements due to unrealistic positions) 
is amended— 

(1) by striking ‘‘realistic possibility of 
being sustained on its merits’’ in paragraph 
(1) and inserting ‘‘reasonable belief that the 
tax treatment in such position was more 
likely than not the proper treatment’’, 

(2) by striking ‘‘or was frivolous’’ in para-
graph (3) and inserting ‘‘or there was no rea-
sonable basis for the tax treatment of such 
position’’, and 

(3) by striking ‘‘UNREALISTIC’’ in the head-
ing and inserting ‘‘IMPROPER’’. 

(b) AMOUNT OF PENALTY.—Section 6694 is 
amended— 

(1) by striking ‘‘$250’’ in subsection (a) and 
inserting ‘‘$1,000’’, and 

(2) by striking ‘‘$1,000’’ in subsection (b) 
and inserting ‘‘$5,000’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to docu-
ments prepared after the date of the enact-
ment of this Act. 
SEC. 412. PENALTY ON FAILURE TO REPORT IN-

TERESTS IN FOREIGN FINANCIAL 
ACCOUNTS. 

(a) IN GENERAL.—Section 5321(a)(5) of title 
31, United States Code, is amended to read as 
follows: 

‘‘(5) FOREIGN FINANCIAL AGENCY TRANS-
ACTION VIOLATION.— 

‘‘(A) PENALTY AUTHORIZED.—The Secretary 
of the Treasury may impose a civil money 
penalty on any person who violates, or 
causes any violation of, any provision of sec-
tion 5314. 

‘‘(B) AMOUNT OF PENALTY.— 
‘‘(i) IN GENERAL.—Except as provided in 

subparagraph (C), the amount of any civil 
penalty imposed under subparagraph (A) 
shall not exceed $5,000. 

‘‘(ii) REASONABLE CAUSE EXCEPTION.—No 
penalty shall be imposed under subparagraph 
(A) with respect to any violation if— 

‘‘(I) such violation was due to reasonable 
cause, and 

‘‘(II) the amount of the transaction or the 
balance in the account at the time of the 
transaction was properly reported. 

‘‘(C) WILLFUL VIOLATIONS.—In the case of 
any person willfully violating, or willfully 
causing any violation of, any provision of 
section 5314— 

‘‘(i) the maximum penalty under subpara-
graph (B)(i) shall be increased to the greater 
of— 

‘‘(I) $25,000, or 
‘‘(II) the amount (not exceeding $100,000) 

determined under subparagraph (D), and 
‘‘(ii) subparagraph (B)(ii) shall not apply. 
‘‘(D) AMOUNT.—The amount determined 

under this subparagraph is— 
‘‘(i) in the case of a violation involving a 

transaction, the amount of the transaction, 
or 

‘‘(ii) in the case of a violation involving a 
failure to report the existence of an account 
or any identifying information required to be 
provided with respect to an account, the bal-
ance in the account at the time of the viola-
tion.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to viola-
tions occurring after the date of the enact-
ment of this Act. 
SEC. 413. FRIVOLOUS TAX SUBMISSIONS. 

(a) CIVIL PENALTIES.—Section 6702 is 
amended to read as follows: 
‘‘SEC. 6702. FRIVOLOUS TAX SUBMISSIONS. 

‘‘(a) CIVIL PENALTY FOR FRIVOLOUS TAX RE-
TURNS.—A person shall pay a penalty of 
$5,000 if— 

‘‘(1) such person files what purports to be a 
return of a tax imposed by this title but 
which— 

‘‘(A) does not contain information on 
which the substantial correctness of the self- 
assessment may be judged, or 

‘‘(B) contains information that on its face 
indicates that the self-assessment is substan-
tially incorrect; and 

‘‘(2) the conduct referred to in paragraph 
(1)— 

‘‘(A) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or 

‘‘(B) reflects a desire to delay or impede 
the administration of Federal tax laws. 

‘‘(b) CIVIL PENALTY FOR SPECIFIED FRIVO-
LOUS SUBMISSIONS.— 

‘‘(1) IMPOSITION OF PENALTY.—Except as 
provided in paragraph (3), any person who 
submits a specified frivolous submission 
shall pay a penalty of $5,000. 

‘‘(2) SPECIFIED FRIVOLOUS SUBMISSION.—For 
purposes of this section— 

‘‘(A) SPECIFIED FRIVOLOUS SUBMISSION.— 
The term ‘specified frivolous submission’ 
means a specified submission if any portion 
of such submission— 

‘‘(i) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or 

‘‘(ii) reflects a desire to delay or impede 
the administration of Federal tax laws. 

‘‘(B) SPECIFIED SUBMISSION.—The term 
‘specified submission’ means— 

‘‘(i) a request for a hearing under— 
‘‘(I) section 6320 (relating to notice and op-

portunity for hearing upon filing of notice of 
lien), or 

‘‘(II) section 6330 (relating to notice and 
opportunity for hearing before levy), and 

‘‘(ii) an application under— 
‘‘(I) section 6159 (relating to agreements 

for payment of tax liability in installments), 
‘‘(II) section 7122 (relating to com-

promises), or 

‘‘(III) section 7811 (relating to taxpayer as-
sistance orders). 

‘‘(3) OPPORTUNITY TO WITHDRAW SUBMIS-
SION.—If the Secretary provides a person 
with notice that a submission is a specified 
frivolous submission and such person with-
draws such submission within 30 days after 
such notice, the penalty imposed under para-
graph (1) shall not apply with respect to such 
submission. 

‘‘(c) LISTING OF FRIVOLOUS POSITIONS.—The 
Secretary shall prescribe (and periodically 
revise) a list of positions which the Sec-
retary has identified as being frivolous for 
purposes of this subsection. The Secretary 
shall not include in such list any position 
that the Secretary determines meets the re-
quirement of section 6662(d)(2)(B)(ii)(II). 

‘‘(d) REDUCTION OF PENALTY.—The Sec-
retary may reduce the amount of any pen-
alty imposed under this section if the Sec-
retary determines that such reduction would 
promote compliance with and administra-
tion of the Federal tax laws. 

‘‘(e) PENALTIES IN ADDITION TO OTHER PEN-
ALTIES.—The penalties imposed by this sec-
tion shall be in addition to any other penalty 
provided by law.’’. 

(b) TREATMENT OF FRIVOLOUS REQUESTS 
FOR HEARINGS BEFORE LEVY.— 

(1) FRIVOLOUS REQUESTS DISREGARDED.— 
Section 6330 (relating to notice and oppor-
tunity for hearing before levy) is amended by 
adding at the end the following new sub-
section: 

‘‘(g) FRIVOLOUS REQUESTS FOR HEARING, 
ETC.—Notwithstanding any other provision 
of this section, if the Secretary determines 
that any portion of a request for a hearing 
under this section or section 6320 meets the 
requirement of clause (i) or (ii) of section 
6702(b)(2)(A), then the Secretary may treat 
such portion as if it were never submitted 
and such portion shall not be subject to any 
further administrative or judicial review.’’. 

(2) PRECLUSION FROM RAISING FRIVOLOUS 
ISSUES AT HEARING.—Section 6330(c)(4) is 
amended— 

(A) by striking ‘‘(A)’’ and inserting 
‘‘(A)(i)’’; 

(B) by striking ‘‘(B)’’ and inserting ‘‘(ii)’’; 
(C) by striking the period at the end of the 

first sentence and inserting ‘‘; or’’; and 
(D) by inserting after subparagraph (A)(ii) 

(as so redesignated) the following: 
‘‘(B) the issue meets the requirement of 

clause (i) or (ii) of section 6702(b)(2)(A).’’. 
(3) STATEMENT OF GROUNDS.—Section 

6330(b)(1) is amended by striking ‘‘under sub-
section (a)(3)(B)’’ and inserting ‘‘in writing 
under subsection (a)(3)(B) and states the 
grounds for the requested hearing’’. 

(c) TREATMENT OF FRIVOLOUS REQUESTS 
FOR HEARINGS UPON FILING OF NOTICE OF 
LIEN.—Section 6320 is amended— 

(1) in subsection (b)(1), by striking ‘‘under 
subsection (a)(3)(B)’’ and inserting ‘‘in writ-
ing under subsection (a)(3)(B) and states the 
grounds for the requested hearing’’, and 

(2) in subsection (c), by striking ‘‘and (e)’’ 
and inserting ‘‘(e), and (g)’’. 

(d) TREATMENT OF FRIVOLOUS APPLICATIONS 
FOR OFFERS-IN-COMPROMISE AND INSTALL-
MENT AGREEMENTS.—Section 7122 is amended 
by adding at the end the following new sub-
section: 

‘‘(e) FRIVOLOUS SUBMISSIONS, ETC.—Not-
withstanding any other provision of this sec-
tion, if the Secretary determines that any 
portion of an application for an offer-in-com-
promise or installment agreement submitted 
under this section or section 6159 meets the 
requirement of clause (i) or (ii) of section 
6702(b)(2)(A), then the Secretary may treat 
such portion as if it were never submitted 
and such portion shall not be subject to any 
further administrative or judicial review.’’. 

(e) CLERICAL AMENDMENT.—The table of 
sections for part I of subchapter B of chapter 
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68 is amended by striking the item relating 
to section 6702 and inserting the following 
new item: 

‘‘Sec. 6702. Frivolous tax submissions.’’. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to submis-
sions made and issues raised after the date 
on which the Secretary first prescribes a list 
under section 6702(c) of the Internal Revenue 
Code of 1986, as amended by subsection (a). 
SEC. 414. REGULATION OF INDIVIDUALS PRAC-

TICING BEFORE THE DEPARTMENT 
OF TREASURY. 

(a) CENSURE; IMPOSITION OF PENALTY.— 
(1) IN GENERAL.—Section 330(b) of title 31, 

United States Code, is amended— 
(A) by inserting ‘‘, or censure,’’ after ‘‘De-

partment’’, and 
(B) by adding at the end the following new 

flush sentence: 
‘‘The Secretary may impose a monetary pen-
alty on any representative described in the 
preceding sentence. If the representative was 
acting on behalf of an employer or any firm 
or other entity in connection with the con-
duct giving rise to such penalty, the Sec-
retary may impose a monetary penalty on 
such employer, firm, or entity if it knew, or 
reasonably should have known, of such con-
duct. Such penalty shall not exceed the gross 
income derived (or to be derived) from the 
conduct giving rise to the penalty and may 
be in addition to, or in lieu of, any suspen-
sion, disbarment, or censure of the rep-
resentative.’’. 

(2) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to ac-
tions taken after the date of the enactment 
of this Act. 

(b) TAX SHELTER OPINIONS, ETC.—Section 
330 of such title 31 is amended by adding at 
the end the following new subsection: 

‘‘(d) Nothing in this section or in any other 
provision of law shall be construed to limit 
the authority of the Secretary of the Treas-
ury to impose standards applicable to the 
rendering of written advice with respect to 
any entity, transaction plan or arrangement, 
or other plan or arrangement, which is of a 
type which the Secretary determines as hav-
ing a potential for tax avoidance or eva-
sion.’’. 
SEC. 415. PENALTY ON PROMOTERS OF TAX 

SHELTERS. 
(a) PENALTY ON PROMOTING ABUSIVE TAX 

SHELTERS.—Section 6700(a) is amended by 
adding at the end the following new sen-
tence: ‘‘Notwithstanding the first sentence, 
if an activity with respect to which a pen-
alty imposed under this subsection involves 
a statement described in paragraph (2)(A), 
the amount of the penalty shall be equal to 
50 percent of the gross income derived (or to 
be derived) from such activity by the person 
on which the penalty is imposed.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to activities 
after the date of the enactment of this Act. 
SEC. 416. STATUTE OF LIMITATIONS FOR TAX-

ABLE YEARS FOR WHICH REQUIRED 
LISTED TRANSACTIONS NOT RE-
PORTED. 

(a) IN GENERAL.—Section 6501(c) (relating 
to exceptions) is amended by adding at the 
end the following new paragraph: 

‘‘(10) LISTED TRANSACTIONS.—If a taxpayer 
fails to include on any return or statement 
for any taxable year any information with 
respect to a listed transaction (as defined in 
section 6707A(c)(2)) which is required under 
section 6011 to be included with such return 
or statement, the time for assessment of any 
tax imposed by this title with respect to 
such transaction shall not expire before the 
date which is 1 year after the earlier of— 

‘‘(A) the date on which the Secretary is 
furnished the information so required; or 

‘‘(B) the date that a material advisor (as 
defined in section 6111) meets the require-
ments of section 6112 with respect to a re-
quest by the Secretary under section 6112(b) 
relating to such transaction with respect to 
such taxpayer.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years with respect to which the period for as-
sessing a deficiency did not expire before the 
date of the enactment of this Act. 
SEC. 417. DENIAL OF DEDUCTION FOR INTEREST 

ON UNDERPAYMENTS ATTRIB-
UTABLE TO NONDISCLOSED RE-
PORTABLE AND NONECONOMIC SUB-
STANCE TRANSACTIONS. 

(a) IN GENERAL.—Section 163 (relating to 
deduction for interest) is amended by redes-
ignating subsection (m) as subsection (n) and 
by inserting after subsection (l) the fol-
lowing new subsection: 

‘‘(m) INTEREST ON UNPAID TAXES ATTRIB-
UTABLE TO NONDISCLOSED REPORTABLE 
TRANSACTIONS AND NONECONOMIC SUBSTANCE 
TRANSACTIONS.—No deduction shall be al-
lowed under this chapter for any interest 
paid or accrued under section 6601 on any un-
derpayment of tax which is attributable to— 

‘‘(1) the portion of any reportable trans-
action understatement (as defined in section 
6662A(b)) with respect to which the require-
ment of section 6664(d)(2)(A) is not met, or 

‘‘(2) any noneconomic substance trans-
action understatement (as defined in section 
6662B(c)).’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions in taxable years beginning after the 
date of the enactment of this Act. 
SEC. 418. AUTHORIZATION OF APPROPRIATIONS 

FOR TAX LAW ENFORCEMENT. 
There is authorized to be appropriated 

$300,000,000 for each fiscal year beginning 
after September 30, 2003, for the purpose of 
carrying out tax law enforcement to combat 
tax avoidance transactions and other tax 
shelters, including the use of offshore finan-
cial accounts to conceal taxable income. 

Subtitle B—Other Corporate Governance 
Provisions 

SEC. 421. AFFIRMATION OF CONSOLIDATED RE-
TURN REGULATION AUTHORITY. 

(a) IN GENERAL.—Section 1502 (relating to 
consolidated return regulations) is amended 
by adding at the end the following new sen-
tence: ‘‘In prescribing such regulations, the 
Secretary may prescribe rules applicable to 
corporations filing consolidated returns 
under section 1501 that are different from 
other provisions of this title that would 
apply if such corporations filed separate re-
turns.’’. 

(b) RESULT NOT OVERTURNED.—Notwith-
standing subsection (a), the Internal Rev-
enue Code of 1986 shall be construed by treat-
ing Treasury regulation § 1.1502–20(c)(1)(iii) 
(as in effect on January 1, 2001) as being in-
applicable to the type of factual situation in 
255 F.3d 1357 (Fed. Cir. 2001). 

(c) EFFECTIVE DATE.—The provisions of 
this section shall apply to taxable years be-
ginning before, on, or after the date of the 
enactment of this Act. 
SEC. 422. SIGNING OF CORPORATE TAX RETURNS 

BY CHIEF EXECUTIVE OFFICER. 
(a) IN GENERAL.—Section 6062 (relating to 

signing of corporation returns) is amended 
by inserting after the first sentence the fol-
lowing new sentences: ‘‘The return of a cor-
poration with respect to income shall also 
include a declaration signed by the chief ex-
ecutive officer of such corporation (or other 
such officer of the corporation as the Sec-
retary may designate if the corporation does 
not have a chief executive officer), under 
penalties of perjury, that the chief executive 
officer ensures that such return complies 

with this title and that the chief executive 
officer was provided reasonable assurance of 
the accuracy of all material aspects of such 
return. The preceding sentence shall not 
apply to any return of a regulated invest-
ment company (within the meaning of sec-
tion 851).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to returns 
filed after the date of the enactment of this 
Act. 
SEC. 423. DENIAL OF DEDUCTION FOR CERTAIN 

FINES, PENALTIES, AND OTHER 
AMOUNTS. 

(a) IN GENERAL.—Subsection (f) of section 
162 (relating to trade or business expenses) is 
amended to read as follows: 

‘‘(f) FINES, PENALTIES, AND OTHER 
AMOUNTS.— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), no deduction otherwise allow-
able shall be allowed under this chapter for 
any amount paid or incurred (whether by 
suit, agreement, or otherwise) to, or at the 
direction of, a government or entity de-
scribed in paragraph (4) in relation to the 
violation of any law or the investigation or 
inquiry by such government or entity into 
the potential violation of any law. 

‘‘(2) EXCEPTION FOR AMOUNTS CONSTITUTING 
RESTITUTION.—Paragraph (1) shall not apply 
to any amount which the taxpayer estab-
lishes constitutes restitution for damage or 
harm caused by the violation of any law or 
the potential violation of any law. This para-
graph shall not apply to any amount paid or 
incurred as reimbursement to the govern-
ment or entity for the costs of any investiga-
tion or litigation. 

‘‘(3) EXCEPTION FOR AMOUNTS PAID OR IN-
CURRED AS THE RESULT OF CERTAIN COURT OR-
DERS.—Paragraph (1) shall not apply to any 
amount paid or incurred by order of a court 
in a suit in which no government or entity 
described in paragraph (4) is a party. 

‘‘(4) CERTAIN NONGOVERNMENTAL REGU-
LATORY ENTITIES.—An entity is described in 
this paragraph if it is— 

‘‘(A) a nongovernmental entity which exer-
cises self-regulatory powers (including im-
posing sanctions) in connection with a quali-
fied board or exchange (as defined in section 
1256(g)(7)), or 

‘‘(B) to the extent provided in regulations, 
a nongovernmental entity which exercises 
self-regulatory powers (including imposing 
sanctions) as part of performing an essential 
governmental function.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to amounts 
paid or incurred after April 27, 2003, except 
that such amendment shall not apply to 
amounts paid or incurred under any binding 
order or agreement entered into on or before 
April 27, 2003. Such exception shall not apply 
to an order or agreement requiring court ap-
proval unless the approval was obtained on 
or before April 27, 2003. 
SEC. 424. DISALLOWANCE OF DEDUCTION FOR 

PUNITIVE DAMAGES. 
(a) DISALLOWANCE OF DEDUCTION.— 
(1) IN GENERAL.—Section 162(g) (relating to 

treble damage payments under the antitrust 
laws) is amended by adding at the end the 
following new paragraph: 

‘‘(2) PUNITIVE DAMAGES.—No deduction 
shall be allowed under this chapter for any 
amount paid or incurred for punitive dam-
ages in connection with any judgment in, or 
settlement of, any action. This paragraph 
shall not apply to punitive damages de-
scribed in section 104(c).’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Section 162(g) is amended— 
(i) by striking ‘‘If’’ and inserting: 
‘‘(1) TREBLE DAMAGES.—If’’, and 
(ii) by redesignating paragraphs (1) and (2) 

as subparagraphs (A) and (B), respectively. 
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(B) The heading for section 162(g) is amend-

ed by inserting ‘‘OR PUNITIVE DAMAGES’’ 
after ‘‘LAWS’’. 

(b) INCLUSION IN INCOME OF PUNITIVE DAM-
AGES PAID BY INSURER OR OTHERWISE.— 

(1) IN GENERAL.—Part II of subchapter B of 
chapter 1 (relating to items specifically in-
cluded in gross income) is amended by add-
ing at the end the following new section: 
‘‘SEC. 91. PUNITIVE DAMAGES COMPENSATED BY 

INSURANCE OR OTHERWISE. 
‘‘Gross income shall include any amount 

paid to or on behalf of a taxpayer as insur-
ance or otherwise by reason of the taxpayer’s 
liability (or agreement) to pay punitive dam-
ages.’’. 

(2) REPORTING REQUIREMENTS.—Section 6041 
(relating to information at source) is amend-
ed by adding at the end the following new 
subsection: 

‘‘(f) SECTION TO APPLY TO PUNITIVE DAM-
AGES COMPENSATION.—This section shall 
apply to payments by a person to or on be-
half of another person as insurance or other-
wise by reason of the other person’s liability 
(or agreement) to pay punitive damages.’’. 

(3) CONFORMING AMENDMENT.—The table of 
sections for part II of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item: 
‘‘Sec. 91. Punitive damages compensated by 

insurance or otherwise.’’. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to damages 
paid or incurred on or after the date of the 
enactment of this Act. 
SEC. 425. INCREASE IN CRIMINAL MONETARY 

PENALTY LIMITATION FOR THE UN-
DERPAYMENT OR OVERPAYMENT OF 
TAX DUE TO FRAUD. 

(a) IN GENERAL.—Section 7206 (relating to 
fraud and false statements) is amended— 

(1) by striking ‘‘Any person who—’’ and in-
serting ‘‘(a) IN GENERAL.—Any person who— 
’’, and 

(2) by adding at the end the following new 
subsection: 

‘‘(b) INCREASE IN MONETARY LIMITATION FOR 
UNDERPAYMENT OR OVERPAYMENT OF TAX DUE 
TO FRAUD.—If any portion of any under-
payment (as defined in section 6664(a)) or 
overpayment (as defined in section 6401(a)) of 
tax required to be shown on a return is at-
tributable to fraudulent action described in 
subsection (a), the applicable dollar amount 
under subsection (a) shall in no event be less 
than an amount equal to such portion. A rule 
similar to the rule under section 6663(b) shall 
apply for purposes of determining the por-
tion so attributable.’’. 

(b) INCREASE IN PENALTIES.— 
(1) ATTEMPT TO EVADE OR DEFEAT TAX.— 

Section 7201 is amended— 
(A) by striking ‘‘$100,000’’ and inserting 

‘‘$250,000’’, 
(B) by striking ‘‘$500,000’’ and inserting 

‘‘$1,000,000’’, and 
(C) by striking ‘‘5 years’’ and inserting ‘‘10 

years’’. 
(2) WILLFUL FAILURE TO FILE RETURN, SUP-

PLY INFORMATION, OR PAY TAX.—Section 7203 
is amended— 

(A) in the first sentence— 
(i) by striking ‘‘misdemeanor’’ and insert-

ing ‘‘felony’’, and 
(ii) by striking ‘‘1 year’’ and inserting ‘‘10 

years’’, and 
(B) by striking the third sentence. 
(3) FRAUD AND FALSE STATEMENTS.—Section 

7206(a) (as redesignated by subsection (a)) is 
amended— 

(A) by striking ‘‘$100,000’’ and inserting 
‘‘$250,000’’, 

(B) by striking ‘‘$500,000’’ and inserting 
‘‘$1,000,000’’, and 

(C) by striking ‘‘3 years’’ and inserting ‘‘5 
years’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to under-
payments and overpayments attributable to 
actions occurring after the date of the enact-
ment of this Act. 

Subtitle C—Enron-Related Tax Shelter 
Provisions 

SEC. 431. LIMITATION ON TRANSFER OR IMPOR-
TATION OF BUILT-IN LOSSES. 

(a) IN GENERAL.—Section 362 (relating to 
basis to corporations) is amended by adding 
at the end the following new subsection: 

‘‘(e) LIMITATIONS ON BUILT-IN LOSSES.— 
‘‘(1) LIMITATION ON IMPORTATION OF BUILT-IN 

LOSSES.— 
‘‘(A) IN GENERAL.—If in any transaction de-

scribed in subsection (a) or (b) there would 
(but for this subsection) be an importation of 
a net built-in loss, the basis of each property 
described in subparagraph (B) which is ac-
quired in such transaction shall (notwith-
standing subsections (a) and (b)) be its fair 
market value immediately after such trans-
action. 

‘‘(B) PROPERTY DESCRIBED.—For purposes 
of subparagraph (A), property is described in 
this subparagraph if— 

‘‘(i) gain or loss with respect to such prop-
erty is not subject to tax under this subtitle 
in the hands of the transferor immediately 
before the transfer, and 

‘‘(ii) gain or loss with respect to such prop-
erty is subject to such tax in the hands of 
the transferee immediately after such trans-
fer. 

In any case in which the transferor is a part-
nership, the preceding sentence shall be ap-
plied by treating each partner in such part-
nership as holding such partner’s propor-
tionate share of the property of such part-
nership. 

‘‘(C) IMPORTATION OF NET BUILT-IN LOSS.— 
For purposes of subparagraph (A), there is an 
importation of a net built-in loss in a trans-
action if the transferee’s aggregate adjusted 
bases of property described in subparagraph 
(B) which is transferred in such transaction 
would (but for this paragraph) exceed the 
fair market value of such property imme-
diately after such transaction.’’. 

‘‘(2) LIMITATION ON TRANSFER OF BUILT-IN 
LOSSES IN SECTION 351 TRANSACTIONS.— 

‘‘(A) IN GENERAL.—If— 
‘‘(i) property is transferred by a transferor 

in any transaction which is described in sub-
section (a) and which is not described in 
paragraph (1) of this subsection, and 

‘‘(ii) the transferee’s aggregate adjusted 
bases of such property so transferred would 
(but for this paragraph) exceed the fair mar-
ket value of such property immediately after 
such transaction, 

then, notwithstanding subsection (a), the 
transferee’s aggregate adjusted bases of the 
property so transferred shall not exceed the 
fair market value of such property imme-
diately after such transaction. 

‘‘(B) ALLOCATION OF BASIS REDUCTION.—The 
aggregate reduction in basis by reason of 
subparagraph (A) shall be allocated among 
the property so transferred in proportion to 
their respective built-in losses immediately 
before the transaction. 

‘‘(C) EXCEPTION FOR TRANSFERS WITHIN AF-
FILIATED GROUP.—Subparagraph (A) shall not 
apply to any transaction if the transferor 
owns stock in the transferee meeting the re-
quirements of section 1504(a)(2). In the case 
of property to which subparagraph (A) does 
not apply by reason of the preceding sen-
tence, the transferor’s basis in the stock re-
ceived for such property shall not exceed its 
fair market value immediately after the 
transfer.’’. 

(b) COMPARABLE TREATMENT WHERE LIQ-
UIDATION.—Paragraph (1) of section 334(b) (re-

lating to liquidation of subsidiary) is amend-
ed to read as follows: 

‘‘(1) IN GENERAL.—If property is received by 
a corporate distributee in a distribution in a 
complete liquidation to which section 332 ap-
plies (or in a transfer described in section 
337(b)(1)), the basis of such property in the 
hands of such distributee shall be the same 
as it would be in the hands of the transferor; 
except that the basis of such property in the 
hands of such distributee shall be the fair 
market value of the property at the time of 
the distribution— 

‘‘(A) in any case in which gain or loss is 
recognized by the liquidating corporation 
with respect to such property, or 

‘‘(B) in any case in which the liquidating 
corporation is a foreign corporation, the cor-
porate distributee is a domestic corporation, 
and the corporate distributee’s aggregate ad-
justed bases of property described in section 
362(e)(1)(B) which is distributed in such liq-
uidation would (but for this subparagraph) 
exceed the fair market value of such prop-
erty immediately after such liquidation.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions after February 13, 2003. 
SEC. 432. NO REDUCTION OF BASIS UNDER SEC-

TION 734 IN STOCK HELD BY PART-
NERSHIP IN CORPORATE PARTNER. 

(a) IN GENERAL.—Section 755 is amended by 
adding at the end the following new sub-
section: 

‘‘(c) NO ALLOCATION OF BASIS DECREASE TO 
STOCK OF CORPORATE PARTNER.—In making 
an allocation under subsection (a) of any de-
crease in the adjusted basis of partnership 
property under section 734(b)— 

‘‘(1) no allocation may be made to stock in 
a corporation (or any person which is related 
(within the meaning of section 267(b) or 
707(b)(1)) to such corporation) which is a 
partner in the partnership, and 

‘‘(2) any amount not allocable to stock by 
reason of paragraph (1) shall be allocated 
under subsection (a) to other partnership 
property in such manner as the Secretary 
may prescribe. 
Gain shall be recognized to the partnership 
to the extent that the amount required to be 
allocated under paragraph (2) to other part-
nership property exceeds the aggregate ad-
justed basis of such other property imme-
diately before the allocation required by 
paragraph (2).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to distribu-
tions after February 13, 2003. 
SEC. 433. REPEAL OF SPECIAL RULES FOR 

FASITS. 
(a) IN GENERAL.—Part V of subchapter M of 

chapter 1 (relating to financial asset 
securitization investment trusts) is hereby 
repealed. 

(b) CONFORMING AMENDMENTS.— 
(1) Paragraph (6) of section 56(g) is amend-

ed by striking ‘‘REMIC, or FASIT’’ and in-
serting ‘‘or REMIC’’. 

(2) Clause (ii) of section 382(l)(4)(B) is 
amended by striking ‘‘a REMIC to which 
part IV of subchapter M applies, or a FASIT 
to which part V of subchapter M applies,’’ 
and inserting ‘‘or a REMIC to which part IV 
of subchapter M applies,’’. 

(3) Paragraph (1) of section 582(c) is amend-
ed by striking ‘‘, and any regular interest in 
a FASIT,’’. 

(4) Subparagraph (E) of section 856(c)(5) is 
amended by striking the last sentence. 

(5)(A) Section 860G(a)(1) is amended by 
adding at the end the following new sen-
tence: ‘‘An interest shall not fail to qualify 
as a regular interest solely because the spec-
ified principal amount of the regular interest 
(or the amount of interest accrued on the 
regular interest) can be reduced as a result 
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of the nonoccurrence of 1 or more contingent 
payments with respect to any reverse mort-
gage loan held by the REMIC if, on the start-
up day for the REMIC, the sponsor reason-
ably believes that all principal and interest 
due under the regular interest will be paid at 
or prior to the liquidation of the REMIC.’’. 

(B) The last sentence of section 860G(a)(3) 
is amended by inserting ‘‘, and any reverse 
mortgage loan (and each balance increase on 
such loan meeting the requirements of sub-
paragraph (A)(iii)) shall be treated as an ob-
ligation secured by an interest in real prop-
erty’’ before the period at the end. 

(6) Paragraph (3) of section 860G(a) is 
amended by adding ‘‘and’’ at the end of sub-
paragraph (B), by striking ‘‘, and’’ at the end 
of subparagraph (C) and inserting a period, 
and by striking subparagraph (D). 

(7) Section 860G(a)(3), as amended by para-
graph (6), is amended by adding at the end 
the following new sentence: ‘‘For purposes of 
subparagraph (A), if more than 50 percent of 
the obligations transferred to, or purchased 
by, the REMIC are originated by the United 
States or any State (or any political subdivi-
sion, agency, or instrumentality of the 
United States or any State) and are prin-
cipally secured by an interest in real prop-
erty, then each obligation transferred to, or 
purchased by, the REMIC shall be treated as 
secured by an interest in real property.’’. 

(8)(A) Section 860G(a)(3)(A) is amended by 
striking ‘‘or’’ at the end of clause (i), by in-
serting ‘‘or’’ at the end of clause (ii), and by 
inserting after clause (ii) the following new 
clause: 

‘‘(iii) represents an increase in the prin-
cipal amount under the original terms of an 
obligation described in clause (i) or (ii) if 
such increase— 

‘‘(I) is attributable to an advance made to 
the obligor pursuant to the original terms of 
the obligation, 

‘‘(II) occurs after the startup day, and 
‘‘(III) is purchased by the REMIC pursuant 

to a fixed price contract in effect on the 
startup day.’’. 

(B) Section 860G(a)(7)(B) is amended to 
read as follows: 

‘‘(B) QUALIFIED RESERVE FUND.—For pur-
poses of subparagraph (A), the term ‘quali-
fied reserve fund’ means any reasonably re-
quired reserve to— 

‘‘(i) provide for full payment of expenses of 
the REMIC or amounts due on regular inter-
ests in the event of defaults on qualified 
mortgages or lower than expected returns on 
cash flow investments, or 

‘‘(ii) provide a source of funds for the pur-
chase of obligations described in clause (ii) 
or (iii) of paragraph (3)(A). 

The aggregate fair market value of the as-
sets held in any such reserve shall not exceed 
50 percent of the aggregate fair market value 
of all of the assets of the REMIC on the 
startup day, and the amount of any such re-
serve shall be promptly and appropriately re-
duced to the extent the amount held in such 
reserve is no longer reasonably required for 
purposes specified in clause (i) or (ii) of para-
graph (3)(A).’’. 

(9) Subparagraph (C) of section 1202(e)(4) is 
amended by striking ‘‘REMIC, or FASIT’’ 
and inserting ‘‘or REMIC’’. 

(10) Section 1272(a)(6)(B) is amended by 
adding at the end the following new flush 
sentence: 

‘‘For purposes of clause (iii), the Secretary 
shall prescribe regulations permitting the 
use of a current prepayment assumption, de-
termined as of the close of the accrual period 
(or such other time as the Secretary may 
prescribe during the taxable year in which 
the accrual period ends).’’. 

(11) Subparagraph (C) of section 7701(a)(19) 
is amended by adding ‘‘and’’ at the end of 

clause (ix), by striking ‘‘, and’’ at the end of 
clause (x) and inserting a period, and by 
striking clause (xi). 

(12) The table of parts for subchapter M of 
chapter 1 is amended by striking the item re-
lating to part V. 

(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall take effect on February 14, 2003. 

(2) EXCEPTION FOR EXISTING FASITS.— 
(A) IN GENERAL.—Paragraph (1) shall not 

apply to any FASIT in existence on the date 
of the enactment of this Act to the extent 
that regular interests issued by the FASIT 
before such date continue to remain out-
standing in accordance with the original 
terms of issuance. 

(B) TRANSFER OF ADDITIONAL ASSETS NOT 
PERMITTED.—Except as provided in regula-
tions prescribed by the Secretary of the 
Treasury or the Secretary’s delegate, sub-
paragraph (A) shall cease to apply as of the 
earliest date after the date of the enactment 
of this Act that any property is transferred 
to the FASIT. 
SEC. 434. EXPANDED DISALLOWANCE OF DEDUC-

TION FOR INTEREST ON CONVERT-
IBLE DEBT. 

(a) IN GENERAL.—Paragraph (2) of section 
163(l) is amended by striking ‘‘or a related 
party’’ and inserting ‘‘or equity held by the 
issuer (or any related party) in any other 
person’’. 

(b) CAPITALIZATION ALLOWED WITH RESPECT 
TO EQUITY OF PERSONS OTHER THAN ISSUER 
AND RELATED PARTIES.—Section 163(l) is 
amended by redesignating paragraphs (4) and 
(5) as paragraphs (5) and (6) and by inserting 
after paragraph (3) the following new para-
graph: 

‘‘(4) CAPITALIZATION ALLOWED WITH RESPECT 
TO EQUITY OF PERSONS OTHER THAN ISSUER 
AND RELATED PARTIES.—If the disqualified 
debt instrument of a corporation is payable 
in equity held by the issuer (or any related 
party) in any other person (other than a re-
lated party), the basis of such equity shall be 
increased by the amount not allowed as a de-
duction by reason of paragraph (1) with re-
spect to the instrument.’’. 

(c) EXCEPTION FOR CERTAIN INSTRUMENTS 
ISSUED BY DEALERS IN SECURITIES.—Section 
163(l), as amended by subsection (b), is 
amended by redesignating paragraphs (5) and 
(6) as paragraphs (6) and (7) and by inserting 
after paragraph (4) the following new para-
graph: 

‘‘(5) EXCEPTION FOR CERTAIN INSTRUMENTS 
ISSUED BY DEALERS IN SECURITIES.—For pur-
poses of this subsection, the term ‘disquali-
fied debt instrument’ does not include in-
debtedness issued by a dealer in securities 
(or a related party) which is payable in, or 
by reference to, equity (other than equity of 
the issuer or a related party) held by such 
dealer in its capacity as a dealer in securi-
ties. For purposes of this paragraph, the 
term ‘dealer in securities’ has the meaning 
given such term by section 475.’’. 

(c) CONFORMING AMENDMENTS.—Paragraph 
(3) of section 163(l) is amended— 

(1) by striking ‘‘or a related party’’ in the 
material preceding subparagraph (A) and in-
serting ‘‘or any other person’’, and 

(2) by striking ‘‘or interest’’ each place it 
appears. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to debt in-
struments issued after February 13, 2003. 
SEC. 435. EXPANDED AUTHORITY TO DISALLOW 

TAX BENEFITS UNDER SECTION 269. 
(a) IN GENERAL.—Subsection (a) of section 

269 (relating to acquisitions made to evade or 
avoid income tax) is amended to read as fol-
lows: 

‘‘(a) IN GENERAL.—If— 

‘‘(1)(A) any person or persons acquire, di-
rectly or indirectly, control of a corporation, 
or 

‘‘(B) any corporation acquires, directly or 
indirectly, property of another corporation 
and the basis of such property, in the hands 
of the acquiring corporation, is determined 
by reference to the basis in the hands of the 
transferor corporation, and 

‘‘(2) the principal purpose for which such 
acquisition was made is evasion or avoidance 
of Federal income tax, 

then the Secretary may disallow such deduc-
tion, credit, or other allowance. For purposes 
of paragraph (1)(A), control means the own-
ership of stock possessing at least 50 percent 
of the total combined voting power of all 
classes of stock entitled to vote or at least 50 
percent of the total value of all shares of all 
classes of stock of the corporation.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to stock and 
property acquired after February 13, 2003. 
SEC. 436. MODIFICATION OF INTERACTION BE-

TWEEN SUBPART F AND PASSIVE 
FOREIGN INVESTMENT COMPANY 
RULES. 

(a) LIMITATION ON EXCEPTION FROM PFIC 
RULES FOR UNITED STATES SHAREHOLDERS OF 
CONTROLLED FOREIGN CORPORATIONS.—Para-
graph (2) of section 1297(e) (relating to pas-
sive foreign investment company) is amend-
ed by adding at the end the following flush 
sentence: 

‘‘Such term shall not include any period if 
the earning of subpart F income by such cor-
poration during such period would result in 
only a remote likelihood of an inclusion in 
gross income under section 951(a)(1)(A)(i).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years of controlled foreign corporations be-
ginning after February 13, 2003, and to tax-
able years of United States shareholders 
with or within which such taxable years of 
controlled foreign corporations end. 

Subtitle D—Provisions to Discourage 
Expatriation 

SEC. 441. TAX TREATMENT OF INVERTED COR-
PORATE ENTITIES 

(a) IN GENERAL.—Subchapter C of chapter 
80 (relating to provisions affecting more than 
one subtitle) is amended by adding at the 
end the following new section: 
‘‘SEC. 7874. RULES RELATING TO INVERTED COR-

PORATE ENTITIES 
‘‘(a) INVERTED CORPORATIONS TREATED AS 

DOMESTIC CORPORATIONS.— 
‘‘(1) IN GENERAL.—If a foreign incorporated 

entity is treated as an inverted domestic cor-
poration, then, notwithstanding section 
7701(a)(4), such entity shall be treated for 
purposes of this title as a domestic corpora-
tion. 

‘‘(2) INVERTED DOMESTIC CORPORATION.—For 
purposes of this section, a foreign incor-
porated entity shall be treated as an in-
verted domestic corporation if, pursuant to a 
plan (or a series of related transactions)— 

‘‘(A) the entity completes after March 20, 
2002, the direct or indirect acquisition of sub-
stantially all of the properties held directly 
or indirectly by a domestic corporation or 
substantially all of the properties consti-
tuting a trade or business of a domestic part-
nership, 

‘‘(B) after the acquisition at least 80 per-
cent of the stock (by vote or value) of the en-
tity is held— 

‘‘(i) in the case of an acquisition with re-
spect to a domestic corporation, by former 
shareholders of the domestic corporation by 
reason of holding stock in the domestic cor-
poration, or 

‘‘(ii) in the case of an acquisition with re-
spect to a domestic partnership, by former 
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partners of the domestic partnership by rea-
son of holding a capital or profits interest in 
the domestic partnership, and 

‘‘(C) the expanded affiliated group which 
after the acquisition includes the entity does 
not have substantial business activities in 
the foreign country in which or under the 
law of which the entity is created or orga-
nized when compared to the total business 
activities of such expanded affiliated group. 
Except as provided in regulations, an acqui-
sition of properties of a domestic corporation 
shall not be treated as described in subpara-
graph (A) if none of the corporation’s stock 
was readily tradeable on an established secu-
rities market at any time during the 4-year 
period ending on the date of the acquisition. 

‘‘(b) PRESERVATION OF DOMESTIC TAX BASE 
IN CERTAIN INVERSION TRANSACTIONS TO 
WHICH SUBSECTION (a) DOES NOT APPLY.— 

‘‘(1) IN GENERAL.—If a foreign incorporated 
entity would be treated as an inverted do-
mestic corporation with respect to an ac-
quired entity if either— 

‘‘(A) subsection (a)(2)(A) were applied by 
substituting ‘after December 31, 1996, and on 
or before March 20, 2002’ for ‘after March 20, 
2002’ and subsection (a)(2)(B) were applied by 
substituting ‘more than 50 percent’ for ‘at 
least 80 percent’, or 

‘‘(B) subsection (a)(2)(B) were applied by 
substituting ‘more than 50 percent’ for ‘at 
least 80 percent’, 
then the rules of subsection (c) shall apply to 
any inversion gain of the acquired entity 
during the applicable period and the rules of 
subsection (d) shall apply to any related 
party transaction of the acquired entity dur-
ing the applicable period. This subsection 
shall not apply for any taxable year if sub-
section (a) applies to such foreign incor-
porated entity for such taxable year. 

‘‘(2) ACQUIRED ENTITY.—For purposes of 
this section— 

‘‘(A) IN GENERAL.—The term ‘acquired enti-
ty’ means the domestic corporation or part-
nership substantially all of the properties of 
which are directly or indirectly acquired in 
an acquisition described in subsection 
(a)(2)(A) to which this subsection applies. 

‘‘(B) AGGREGATION RULES.—Any domestic 
person bearing a relationship described in 
section 267(b) or 707(b) to an acquired entity 
shall be treated as an acquired entity with 
respect to the acquisition described in sub-
paragraph (A). 

‘‘(3) APPLICABLE PERIOD.—For purposes of 
this section— 

‘‘(A) IN GENERAL.—The term ‘applicable pe-
riod’ means the period— 

‘‘(i) beginning on the first date properties 
are acquired as part of the acquisition de-
scribed in subsection (a)(2)(A) to which this 
subsection applies, and 

‘‘(ii) ending on the date which is 10 years 
after the last date properties are acquired as 
part of such acquisition. 

‘‘(B) SPECIAL RULE FOR INVERSIONS OCCUR-
RING BEFORE MARCH 21, 2002.—In the case of 
any acquired entity to which paragraph 
(1)(A) applies, the applicable period shall be 
the 10-year period beginning on January 1, 
2003. 

‘‘(c) TAX ON INVERSION GAINS MAY NOT BE 
OFFSET.—If subsection (b) applies— 

‘‘(1) IN GENERAL.—The taxable income of an 
acquired entity (or any expanded affiliated 
group which includes such entity) for any 
taxable year which includes any portion of 
the applicable period shall in no event be 
less than the inversion gain of the entity for 
the taxable year. 

‘‘(2) CREDITS NOT ALLOWED AGAINST TAX ON 
INVERSION GAIN.—Credits shall be allowed 
against the tax imposed by this chapter on 
an acquired entity for any taxable year de-
scribed in paragraph (1) only to the extent 
such tax exceeds the product of— 

‘‘(A) the amount of the inversion gain for 
the taxable year, and 

‘‘(B) the highest rate of tax specified in 
section 11(b)(1). 
For purposes of determining the credit al-
lowed by section 901 inversion gain shall be 
treated as from sources within the United 
States. 

‘‘(3) SPECIAL RULES FOR PARTNERSHIPS.—In 
the case of an acquired entity which is a 
partnership— 

‘‘(A) the limitations of this subsection 
shall apply at the partner rather than the 
partnership level, 

‘‘(B) the inversion gain of any partner for 
any taxable year shall be equal to the sum 
of— 

‘‘(i) the partner’s distributive share of in-
version gain of the partnership for such tax-
able year, plus 

‘‘(ii) income or gain required to be recog-
nized for the taxable year by the partner 
under section 367(a), 741, or 1001, or under 
any other provision of chapter 1, by reason of 
the transfer during the applicable period of 
any partnership interest of the partner in 
such partnership to the foreign incorporated 
entity, and 

‘‘(C) the highest rate of tax specified in the 
rate schedule applicable to the partner under 
chapter 1 shall be substituted for the rate of 
tax under paragraph (2)(B). 

‘‘(4) INVERSION GAIN.—For purposes of this 
section, the term ‘inversion gain’ means any 
income or gain required to be recognized 
under section 304, 311(b), 367, 1001, or 1248, or 
under any other provision of chapter 1, by 
reason of the transfer during the applicable 
period of stock or other properties by an ac-
quired entity— 

‘‘(A) as part of the acquisition described in 
subsection (a)(2)(A) to which subsection (b) 
applies, or 

‘‘(B) after such acquisition to a foreign re-
lated person. 

The Secretary may provide that income or 
gain from the sale of inventories or other 
transactions in the ordinary course of a 
trade or business shall not be treated as in-
version gain under subparagraph (B) to the 
extent the Secretary determines such treat-
ment would not be inconsistent with the pur-
poses of this section. 

‘‘(5) COORDINATION WITH SECTION 172 AND 
MINIMUM TAX.—Rules similar to the rules of 
paragraphs (3) and (4) of section 860E(a) shall 
apply for purposes of this section. 

‘‘(6) STATUTE OF LIMITATIONS.— 
‘‘(A) IN GENERAL.—The statutory period for 

the assessment of any deficiency attrib-
utable to the inversion gain of any taxpayer 
for any pre-inversion year shall not expire 
before the expiration of 3 years from the date 
the Secretary is notified by the taxpayer (in 
such manner as the Secretary may prescribe) 
of the acquisition described in subsection 
(a)(2)(A) to which such gain relates and such 
deficiency may be assessed before the expira-
tion of such 3-year period notwithstanding 
the provisions of any other law or rule of law 
which would otherwise prevent such assess-
ment. 

‘‘(B) PRE-INVERSION YEAR.—For purposes of 
subparagraph (A), the term ‘pre-inversion 
year’ means any taxable year if— 

‘‘(i) any portion of the applicable period is 
included in such taxable year, and 

‘‘(ii) such year ends before the taxable year 
in which the acquisition described in sub-
section (a)(2)(A) is completed. 

‘‘(d) SPECIAL RULES APPLICABLE TO AC-
QUIRED ENTITIES TO WHICH SUBSECTION (b) 
APPLIES.— 

‘‘(1) INCREASES IN ACCURACY-RELATED PEN-
ALTIES.—In the case of any underpayment of 
tax of an acquired entity to which subsection 
(b) applies— 

‘‘(A) section 6662(a) shall be applied with 
respect to such underpayment by sub-
stituting ‘30 percent’ for ‘20 percent’, and 

‘‘(B) if such underpayment is attributable 
to one or more gross valuation understate-
ments, the increase in the rate of penalty 
under section 6662(h) shall be to 50 percent 
rather than 40 percent. 

‘‘(2) MODIFICATIONS OF LIMITATION ON INTER-
EST DEDUCTION.—In the case of an acquired 
entity to which subsection (b) applies, sec-
tion 163(j) shall be applied— 

‘‘(A) without regard to paragraph (2)(A)(ii) 
thereof, and 

‘‘(B) by substituting ‘25 percent’ for ‘50 per-
cent’ each place it appears in paragraph 
(2)(B) thereof. 

‘‘(e) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) RULES FOR APPLICATION OF SUBSECTION 
(a)(2).—In applying subsection (a)(2) for pur-
poses of subsections (a) and (b), the following 
rules shall apply: 

‘‘(A) CERTAIN STOCK DISREGARDED.—There 
shall not be taken into account in deter-
mining ownership for purposes of subsection 
(a)(2)(B)— 

‘‘(i) stock held by members of the expanded 
affiliated group which includes the foreign 
incorporated entity, or 

‘‘(ii) stock of such entity which is sold in 
a public offering or private placement re-
lated to the acquisition described in sub-
section (a)(2)(A). 

‘‘(B) PLAN DEEMED IN CERTAIN CASES.—If a 
foreign incorporated entity acquires directly 
or indirectly substantially all of the prop-
erties of a domestic corporation or partner-
ship during the 4-year period beginning on 
the date which is 2 years before the owner-
ship requirements of subsection (a)(2)(B) are 
met with respect to such domestic corpora-
tion or partnership, such actions shall be 
treated as pursuant to a plan. 

‘‘(C) CERTAIN TRANSFERS DISREGARDED.— 
The transfer of properties or liabilities (in-
cluding by contribution or distribution) shall 
be disregarded if such transfers are part of a 
plan a principal purpose of which is to avoid 
the purposes of this section. 

‘‘(D) SPECIAL RULE FOR RELATED PARTNER-
SHIPS.—For purposes of applying subsection 
(a)(2) to the acquisition of a domestic part-
nership, except as provided in regulations, 
all partnerships which are under common 
control (within the meaning of section 482) 
shall be treated as 1 partnership. 

‘‘(E) TREATMENT OF CERTAIN RIGHTS.—The 
Secretary shall prescribe such regulations as 
may be necessary— 

‘‘(i) to treat warrants, options, contracts 
to acquire stock, convertible debt instru-
ments, and other similar interests as stock, 
and 

‘‘(ii) to treat stock as not stock. 
‘‘(2) EXPANDED AFFILIATED GROUP.—The 

term ‘expanded affiliated group’ means an 
affiliated group as defined in section 1504(a) 
but without regard to section 1504(b)(3), ex-
cept that section 1504(a) shall be applied by 
substituting ‘more than 50 percent’ for ‘at 
least 80 percent’ each place it appears. 

‘‘(3) FOREIGN INCORPORATED ENTITY.—The 
term ‘foreign incorporated entity’ means any 
entity which is, or but for subsection (a)(1) 
would be, treated as a foreign corporation for 
purposes of this title. 

‘‘(4) FOREIGN RELATED PERSON.—The term 
‘foreign related person’ means, with respect 
to any acquired entity, a foreign person 
which— 

‘‘(A) bears a relationship to such entity de-
scribed in section 267(b) or 707(b), or 

‘‘(B) is under the same common control 
(within the meaning of section 482) as such 
entity. 

‘‘(5) SUBSEQUENT ACQUISITIONS BY UNRE-
LATED DOMESTIC CORPORATIONS.— 
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‘‘(A) IN GENERAL.—Subject to such condi-

tions, limitations, and exceptions as the Sec-
retary may prescribe, if, after an acquisition 
described in subsection (a)(2)(A) to which 
subsection (b) applies, a domestic corpora-
tion stock of which is traded on an estab-
lished securities market acquires directly or 
indirectly any properties of one or more ac-
quired entities in a transaction with respect 
to which the requirements of subparagraph 
(B) are met, this section shall cease to apply 
to any such acquired entity with respect to 
which such requirements are met. 

‘‘(B) REQUIREMENTS.—The requirements of 
the subparagraph are met with respect to a 
transaction involving any acquisition de-
scribed in subparagraph (A) if— 

‘‘(i) before such transaction the domestic 
corporation did not have a relationship de-
scribed in section 267(b) or 707(b), and was 
not under common control (within the mean-
ing of section 482), with the acquired entity, 
or any member of an expanded affiliated 
group including such entity, and 

‘‘(ii) after such transaction, such acquired 
entity— 

‘‘(I) is a member of the same expanded af-
filiated group which includes the domestic 
corporation or has such a relationship or is 
under such common control with any mem-
ber of such group, and 

‘‘(II) is not a member of, and does not have 
such a relationship and is not under such 
common control with any member of, the ex-
panded affiliated group which before such ac-
quisition included such entity. 

‘‘(f) REGULATIONS.—The Secretary shall 
provide such regulations as are necessary to 
carry out this section, including regulations 
providing for such adjustments to the appli-
cation of this section as are necessary to pre-
vent the avoidance of the purposes of this 
section, including the avoidance of such pur-
poses through— 

‘‘(1) the use of related persons, pass-thru or 
other noncorporate entities, or other inter-
mediaries, or 

‘‘(2) transactions designed to have persons 
cease to be (or not become) members of ex-
panded affiliated groups or related persons.’’. 

(b) INFORMATION REPORTING.—The Sec-
retary of the Treasury shall exercise the Sec-
retary’s authority under the Internal Rev-
enue Code of 1986 to require entities involved 
in transactions to which section 7874 of such 
Code (as added by subsection (a)) applies to 
report to the Secretary, shareholders, part-
ners, and such other persons as the Secretary 
may prescribe such information as is nec-
essary to ensure the proper tax treatment of 
such transactions. 

(c) CONFORMING AMENDMENT.—The table of 
sections for subchapter C of chapter 80 is 
amended by adding at the end the following 
new item: 

‘‘Sec. 7874. Rules relating to inverted cor-
porate entities.’’. 

(d) TRANSITION RULE FOR CERTAIN REGU-
LATED INVESTMENT COMPANIES AND UNIT IN-
VESTMENT TRUSTS.—Notwithstanding section 
7874 of the Internal Revenue Code of 1986 (as 
added by subsection (a)), a regulated invest-
ment company, or other pooled fund or trust 
specified by the Secretary of the Treasury, 
may elect to recognize gain by reason of sec-
tion 367(a) of such Code with respect to a 
transaction under which a foreign incor-
porated entity is treated as an inverted do-
mestic corporation under section 7874(a) of 
such Code by reason of an acquisition com-
pleted after March 20, 2002, and before Janu-
ary 1, 2004. 
SEC. 442. IMPOSITION OF MARK-TO-MARKET TAX 

ON INDIVIDUALS WHO EXPATRIATE. 
(a) IN GENERAL.—Subpart A of part II of 

subchapter N of chapter 1 is amended by in-
serting after section 877 the following new 
section: 

‘‘SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-
TION. 

‘‘(a) GENERAL RULES.—For purposes of this 
subtitle— 

‘‘(1) MARK TO MARKET.—Except as provided 
in subsections (d) and (f), all property of a 
covered expatriate to whom this section ap-
plies shall be treated as sold on the day be-
fore the expatriation date for its fair market 
value. 

‘‘(2) RECOGNITION OF GAIN OR LOSS.—In the 
case of any sale under paragraph (1)— 

‘‘(A) notwithstanding any other provision 
of this title, any gain arising from such sale 
shall be taken into account for the taxable 
year of the sale, and 

‘‘(B) any loss arising from such sale shall 
be taken into account for the taxable year of 
the sale to the extent otherwise provided by 
this title, except that section 1091 shall not 
apply to any such loss. 
Proper adjustment shall be made in the 
amount of any gain or loss subsequently re-
alized for gain or loss taken into account 
under the preceding sentence. 

‘‘(3) EXCLUSION FOR CERTAIN GAIN.— 
‘‘(A) IN GENERAL.—The amount which, but 

for this paragraph, would be includible in the 
gross income of any individual by reason of 
this section shall be reduced (but not below 
zero) by $600,000. For purposes of this para-
graph, allocable expatriation gain taken into 
account under subsection (f)(2) shall be 
treated in the same manner as an amount re-
quired to be includible in gross income. 

‘‘(B) COST-OF-LIVING ADJUSTMENT.— 
‘‘(i) IN GENERAL.—In the case of an expa-

triation date occurring in any calendar year 
after 2003, the $600,000 amount under sub-
paragraph (A) shall be increased by an 
amount equal to— 

‘‘(I) such dollar amount, multiplied by 
‘‘(II) the cost-of-living adjustment deter-

mined under section 1(f)(3) for such calendar 
year, determined by substituting ‘calendar 
year 2002’ for ‘calendar year 1992’ in subpara-
graph (B) thereof. 

‘‘(ii) ROUNDING RULES.—If any amount after 
adjustment under clause (i) is not a multiple 
of $1,000, such amount shall be rounded to 
the next lower multiple of $1,000. 

‘‘(4) ELECTION TO CONTINUE TO BE TAXED AS 
UNITED STATES CITIZEN.— 

‘‘(A) IN GENERAL.—If a covered expatriate 
elects the application of this paragraph— 

‘‘(i) this section (other than this paragraph 
and subsection (i)) shall not apply to the ex-
patriate, but 

‘‘(ii) in the case of property to which this 
section would apply but for such election, 
the expatriate shall be subject to tax under 
this title in the same manner as if the indi-
vidual were a United States citizen. 

‘‘(B) REQUIREMENTS.—Subparagraph (A) 
shall not apply to an individual unless the 
individual— 

‘‘(i) provides security for payment of tax in 
such form and manner, and in such amount, 
as the Secretary may require, 

‘‘(ii) consents to the waiver of any right of 
the individual under any treaty of the 
United States which would preclude assess-
ment or collection of any tax which may be 
imposed by reason of this paragraph, and 

‘‘(iii) complies with such other require-
ments as the Secretary may prescribe. 

‘‘(C) ELECTION.—An election under sub-
paragraph (A) shall apply to all property to 
which this section would apply but for the 
election and, once made, shall be irrev-
ocable. Such election shall also apply to 
property the basis of which is determined in 
whole or in part by reference to the property 
with respect to which the election was made. 

‘‘(b) ELECTION TO DEFER TAX.— 
‘‘(1) IN GENERAL.—If the taxpayer elects the 

application of this subsection with respect to 
any property treated as sold by reason of 

subsection (a), the payment of the additional 
tax attributable to such property shall be 
postponed until the due date of the return 
for the taxable year in which such property 
is disposed of (or, in the case of property dis-
posed of in a transaction in which gain is not 
recognized in whole or in part, until such 
other date as the Secretary may prescribe). 

‘‘(2) DETERMINATION OF TAX WITH RESPECT 
TO PROPERTY.—For purposes of paragraph (1), 
the additional tax attributable to any prop-
erty is an amount which bears the same 
ratio to the additional tax imposed by this 
chapter for the taxable year solely by reason 
of subsection (a) as the gain taken into ac-
count under subsection (a) with respect to 
such property bears to the total gain taken 
into account under subsection (a) with re-
spect to all property to which subsection (a) 
applies. 

‘‘(3) TERMINATION OF POSTPONEMENT.—No 
tax may be postponed under this subsection 
later than the due date for the return of tax 
imposed by this chapter for the taxable year 
which includes the date of death of the expa-
triate (or, if earlier, the time that the secu-
rity provided with respect to the property 
fails to meet the requirements of paragraph 
(4), unless the taxpayer corrects such failure 
within the time specified by the Secretary). 

‘‘(4) SECURITY.— 
‘‘(A) IN GENERAL.—No election may be 

made under paragraph (1) with respect to 
any property unless adequate security is pro-
vided to the Secretary with respect to such 
property. 

‘‘(B) ADEQUATE SECURITY.—For purposes of 
subparagraph (A), security with respect to 
any property shall be treated as adequate se-
curity if— 

‘‘(i) it is a bond in an amount equal to the 
deferred tax amount under paragraph (2) for 
the property, or 

‘‘(ii) the taxpayer otherwise establishes to 
the satisfaction of the Secretary that the se-
curity is adequate. 

‘‘(5) WAIVER OF CERTAIN RIGHTS.—No elec-
tion may be made under paragraph (1) unless 
the taxpayer consents to the waiver of any 
right under any treaty of the United States 
which would preclude assessment or collec-
tion of any tax imposed by reason of this sec-
tion. 

‘‘(6) ELECTIONS.—An election under para-
graph (1) shall only apply to property de-
scribed in the election and, once made, is ir-
revocable. An election may be made under 
paragraph (1) with respect to an interest in a 
trust with respect to which gain is required 
to be recognized under subsection (f)(1). 

‘‘(7) INTEREST.—For purposes of section 
6601— 

‘‘(A) the last date for the payment of tax 
shall be determined without regard to the 
election under this subsection, and 

‘‘(B) section 6621(a)(2) shall be applied by 
substituting ‘5 percentage points’ for ‘3 per-
centage points’ in subparagraph (B) thereof. 

‘‘(c) COVERED EXPATRIATE.—For purposes 
of this section— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), the term ‘covered expatriate’ 
means an expatriate. 

‘‘(2) EXCEPTIONS.—An individual shall not 
be treated as a covered expatriate if— 

‘‘(A) the individual— 
‘‘(i) became at birth a citizen of the United 

States and a citizen of another country and, 
as of the expatriation date, continues to be a 
citizen of, and is taxed as a resident of, such 
other country, and 

‘‘(ii) has not been a resident of the United 
States (as defined in section 7701(b)(1)(A)(ii)) 
during the 5 taxable years ending with the 
taxable year during which the expatriation 
date occurs, or 
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‘‘(B)(i) the individual’s relinquishment of 

United States citizenship occurs before such 
individual attains age 181⁄2, and 

‘‘(ii) the individual has been a resident of 
the United States (as so defined) for not 
more than 5 taxable years before the date of 
relinquishment. 

‘‘(d) EXEMPT PROPERTY; SPECIAL RULES FOR 
PENSION PLANS.— 

‘‘(1) EXEMPT PROPERTY.—This section shall 
not apply to the following: 

‘‘(A) UNITED STATES REAL PROPERTY INTER-
ESTS.—Any United States real property in-
terest (as defined in section 897(c)(1)), other 
than stock of a United States real property 
holding corporation which does not, on the 
day before the expatriation date, meet the 
requirements of section 897(c)(2). 

‘‘(B) SPECIFIED PROPERTY.—Any property 
or interest in property not described in sub-
paragraph (A) which the Secretary specifies 
in regulations. 

‘‘(2) SPECIAL RULES FOR CERTAIN RETIRE-
MENT PLANS.— 

‘‘(A) IN GENERAL.—If a covered expatriate 
holds on the day before the expatriation date 
any interest in a retirement plan to which 
this paragraph applies— 

‘‘(i) such interest shall not be treated as 
sold for purposes of subsection (a)(1), but 

‘‘(ii) an amount equal to the present value 
of the expatriate’s nonforfeitable accrued 
benefit shall be treated as having been re-
ceived by such individual on such date as a 
distribution under the plan. 

‘‘(B) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS.—In the case of any distribution on or 
after the expatriation date to or on behalf of 
the covered expatriate from a plan from 
which the expatriate was treated as receiv-
ing a distribution under subparagraph (A), 
the amount otherwise includible in gross in-
come by reason of the subsequent distribu-
tion shall be reduced by the excess of the 
amount includible in gross income under 
subparagraph (A) over any portion of such 
amount to which this subparagraph pre-
viously applied. 

‘‘(C) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS BY PLAN.—For purposes of this title, a 
retirement plan to which this paragraph ap-
plies, and any person acting on the plan’s be-
half, shall treat any subsequent distribution 
described in subparagraph (B) in the same 
manner as such distribution would be treat-
ed without regard to this paragraph. 

‘‘(D) APPLICABLE PLANS.—This paragraph 
shall apply to— 

‘‘(i) any qualified retirement plan (as de-
fined in section 4974(c)), 

‘‘(ii) an eligible deferred compensation 
plan (as defined in section 457(b)) of an eligi-
ble employer described in section 
457(e)(1)(A), and 

‘‘(iii) to the extent provided in regulations, 
any foreign pension plan or similar retire-
ment arrangements or programs. 

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) EXPATRIATE.—The term ‘expatriate’ 
means— 

‘‘(A) any United States citizen who relin-
quishes citizenship, and 

‘‘(B) any long-term resident of the United 
States who— 

‘‘(i) ceases to be a lawful permanent resi-
dent of the United States (within the mean-
ing of section 7701(b)(6)), or 

‘‘(ii) commences to be treated as a resident 
of a foreign country under the provisions of 
a tax treaty between the United States and 
the foreign country and who does not waive 
the benefits of such treaty applicable to resi-
dents of the foreign country. 

‘‘(2) EXPATRIATION DATE.—The term ‘expa-
triation date’ means— 

‘‘(A) the date an individual relinquishes 
United States citizenship, or 

‘‘(B) in the case of a long-term resident of 
the United States, the date of the event de-
scribed in clause (i) or (ii) of paragraph 
(1)(B). 

‘‘(3) RELINQUISHMENT OF CITIZENSHIP.—A 
citizen shall be treated as relinquishing 
United States citizenship on the earliest of— 

‘‘(A) the date the individual renounces 
such individual’s United States nationality 
before a diplomatic or consular officer of the 
United States pursuant to paragraph (5) of 
section 349(a) of the Immigration and Na-
tionality Act (8 U.S.C. 1481(a)(5)), 

‘‘(B) the date the individual furnishes to 
the United States Department of State a 
signed statement of voluntary relinquish-
ment of United States nationality con-
firming the performance of an act of expa-
triation specified in paragraph (1), (2), (3), or 
(4) of section 349(a) of the Immigration and 
Nationality Act (8 U.S.C. 1481(a)(1)–(4)), 

‘‘(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or 

‘‘(D) the date a court of the United States 
cancels a naturalized citizen’s certificate of 
naturalization. 

Subparagraph (A) or (B) shall not apply to 
any individual unless the renunciation or 
voluntary relinquishment is subsequently 
approved by the issuance to the individual of 
a certificate of loss of nationality by the 
United States Department of State. 

‘‘(4) LONG-TERM RESIDENT.—The term ‘long- 
term resident’ has the meaning given to such 
term by section 877(e)(2). 

‘‘(f) SPECIAL RULES APPLICABLE TO BENE-
FICIARIES’ INTERESTS IN TRUST.— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), if an individual is determined 
under paragraph (3) to hold an interest in a 
trust on the day before the expatriation 
date— 

‘‘(A) the individual shall not be treated as 
having sold such interest, 

‘‘(B) such interest shall be treated as a sep-
arate share in the trust, and 

‘‘(C)(i) such separate share shall be treated 
as a separate trust consisting of the assets 
allocable to such share, 

‘‘(ii) the separate trust shall be treated as 
having sold its assets on the day before the 
expatriation date for their fair market value 
and as having distributed all of its assets to 
the individual as of such time, and 

‘‘(iii) the individual shall be treated as 
having recontributed the assets to the sepa-
rate trust. 

Subsection (a)(2) shall apply to any income, 
gain, or loss of the individual arising from a 
distribution described in subparagraph 
(C)(ii). In determining the amount of such 
distribution, proper adjustments shall be 
made for liabilities of the trust allocable to 
an individual’s share in the trust. 

‘‘(2) SPECIAL RULES FOR INTERESTS IN QUALI-
FIED TRUSTS.— 

‘‘(A) IN GENERAL.—If the trust interest de-
scribed in paragraph (1) is an interest in a 
qualified trust— 

‘‘(i) paragraph (1) and subsection (a) shall 
not apply, and 

‘‘(ii) in addition to any other tax imposed 
by this title, there is hereby imposed on each 
distribution with respect to such interest a 
tax in the amount determined under sub-
paragraph (B). 

‘‘(B) AMOUNT OF TAX.—The amount of tax 
under subparagraph (A)(ii) shall be equal to 
the lesser of— 

‘‘(i) the highest rate of tax imposed by sec-
tion 1(e) for the taxable year which includes 
the day before the expatriation date, multi-
plied by the amount of the distribution, or 

‘‘(ii) the balance in the deferred tax ac-
count immediately before the distribution 
determined without regard to any increases 

under subparagraph (C)(ii) after the 30th day 
preceding the distribution. 

‘‘(C) DEFERRED TAX ACCOUNT.—For purposes 
of subparagraph (B)(ii)— 

‘‘(i) OPENING BALANCE.—The opening bal-
ance in a deferred tax account with respect 
to any trust interest is an amount equal to 
the tax which would have been imposed on 
the allocable expatriation gain with respect 
to the trust interest if such gain had been in-
cluded in gross income under subsection (a). 

‘‘(ii) INCREASE FOR INTEREST.—The balance 
in the deferred tax account shall be in-
creased by the amount of interest deter-
mined (on the balance in the account at the 
time the interest accrues), for periods after 
the 90th day after the expatriation date, by 
using the rates and method applicable under 
section 6621 for underpayments of tax for 
such periods, except that section 6621(a)(2) 
shall be applied by substituting ‘5 percentage 
points’ for ‘3 percentage points’ in subpara-
graph (B) thereof. 

‘‘(iii) DECREASE FOR TAXES PREVIOUSLY 
PAID.—The balance in the tax deferred ac-
count shall be reduced— 

‘‘(I) by the amount of taxes imposed by 
subparagraph (A) on any distribution to the 
person holding the trust interest, and 

‘‘(II) in the case of a person holding a non-
vested interest, to the extent provided in 
regulations, by the amount of taxes imposed 
by subparagraph (A) on distributions from 
the trust with respect to nonvested interests 
not held by such person. 

‘‘(D) ALLOCABLE EXPATRIATION GAIN.—For 
purposes of this paragraph, the allocable ex-
patriation gain with respect to any bene-
ficiary’s interest in a trust is the amount of 
gain which would be allocable to such bene-
ficiary’s vested and nonvested interests in 
the trust if the beneficiary held directly all 
assets allocable to such interests. 

‘‘(E) TAX DEDUCTED AND WITHHELD.— 
‘‘(i) IN GENERAL.—The tax imposed by sub-

paragraph (A)(ii) shall be deducted and with-
held by the trustees from the distribution to 
which it relates. 

‘‘(ii) EXCEPTION WHERE FAILURE TO WAIVE 
TREATY RIGHTS.—If an amount may not be 
deducted and withheld under clause (i) by 
reason of the distributee failing to waive any 
treaty right with respect to such distribu-
tion— 

‘‘(I) the tax imposed by subparagraph 
(A)(ii) shall be imposed on the trust and each 
trustee shall be personally liable for the 
amount of such tax, and 

‘‘(II) any other beneficiary of the trust 
shall be entitled to recover from the dis-
tributee the amount of such tax imposed on 
the other beneficiary. 

‘‘(F) DISPOSITION.—If a trust ceases to be a 
qualified trust at any time, a covered expa-
triate disposes of an interest in a qualified 
trust, or a covered expatriate holding an in-
terest in a qualified trust dies, then, in lieu 
of the tax imposed by subparagraph (A)(ii), 
there is hereby imposed a tax equal to the 
lesser of— 

‘‘(i) the tax determined under paragraph (1) 
as if the day before the expatriation date 
were the date of such cessation, disposition, 
or death, whichever is applicable, or 

‘‘(ii) the balance in the tax deferred ac-
count immediately before such date. 
Such tax shall be imposed on the trust and 
each trustee shall be personally liable for the 
amount of such tax and any other bene-
ficiary of the trust shall be entitled to re-
cover from the covered expatriate or the es-
tate the amount of such tax imposed on the 
other beneficiary. 

‘‘(G) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this paragraph— 

‘‘(i) QUALIFIED TRUST.—The term ‘qualified 
trust’ means a trust which is described in 
section 7701(a)(30)(E). 
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‘‘(ii) VESTED INTEREST.—The term ‘vested 

interest’ means any interest which, as of the 
day before the expatriation date, is vested in 
the beneficiary. 

‘‘(iii) NONVESTED INTEREST.—The term 
‘nonvested interest’ means, with respect to 
any beneficiary, any interest in a trust 
which is not a vested interest. Such interest 
shall be determined by assuming the max-
imum exercise of discretion in favor of the 
beneficiary and the occurrence of all contin-
gencies in favor of the beneficiary. 

‘‘(iv) ADJUSTMENTS.—The Secretary may 
provide for such adjustments to the bases of 
assets in a trust or a deferred tax account, 
and the timing of such adjustments, in order 
to ensure that gain is taxed only once. 

‘‘(v) COORDINATION WITH RETIREMENT PLAN 
RULES.—This subsection shall not apply to 
an interest in a trust which is part of a re-
tirement plan to which subsection (d)(2) ap-
plies. 

‘‘(3) DETERMINATION OF BENEFICIARIES’ IN-
TEREST IN TRUST.— 

‘‘(A) DETERMINATIONS UNDER PARAGRAPH 
(1).—For purposes of paragraph (1), a bene-
ficiary’s interest in a trust shall be based 
upon all relevant facts and circumstances, 
including the terms of the trust instrument 
and any letter of wishes or similar docu-
ment, historical patterns of trust distribu-
tions, and the existence of and functions per-
formed by a trust protector or any similar 
adviser. 

‘‘(B) OTHER DETERMINATIONS.—For purposes 
of this section— 

‘‘(i) CONSTRUCTIVE OWNERSHIP.—If a bene-
ficiary of a trust is a corporation, partner-
ship, trust, or estate, the shareholders, part-
ners, or beneficiaries shall be deemed to be 
the trust beneficiaries for purposes of this 
section. 

‘‘(ii) TAXPAYER RETURN POSITION.—A tax-
payer shall clearly indicate on its income 
tax return— 

‘‘(I) the methodology used to determine 
that taxpayer’s trust interest under this sec-
tion, and 

‘‘(II) if the taxpayer knows (or has reason 
to know) that any other beneficiary of such 
trust is using a different methodology to de-
termine such beneficiary’s trust interest 
under this section. 

‘‘(g) TERMINATION OF DEFERRALS, ETC.—In 
the case of any covered expatriate, notwith-
standing any other provision of this title— 

‘‘(1) any period during which recognition of 
income or gain is deferred shall terminate on 
the day before the expatriation date, and 

‘‘(2) any extension of time for payment of 
tax shall cease to apply on the day before the 
expatriation date and the unpaid portion of 
such tax shall be due and payable at the time 
and in the manner prescribed by the Sec-
retary. 

‘‘(h) IMPOSITION OF TENTATIVE TAX.— 
‘‘(1) IN GENERAL.—If an individual is re-

quired to include any amount in gross in-
come under subsection (a) for any taxable 
year, there is hereby imposed, immediately 
before the expatriation date, a tax in an 
amount equal to the amount of tax which 
would be imposed if the taxable year were a 
short taxable year ending on the expatria-
tion date. 

‘‘(2) DUE DATE.—The due date for any tax 
imposed by paragraph (1) shall be the 90th 
day after the expatriation date. 

‘‘(3) TREATMENT OF TAX.—Any tax paid 
under paragraph (1) shall be treated as a pay-
ment of the tax imposed by this chapter for 
the taxable year to which subsection (a) ap-
plies. 

‘‘(4) DEFERRAL OF TAX.—The provisions of 
subsection (b) shall apply to the tax imposed 
by this subsection to the extent attributable 
to gain includible in gross income by reason 
of this section. 

‘‘(i) SPECIAL LIENS FOR DEFERRED TAX 
AMOUNTS.— 

‘‘(1) IMPOSITION OF LIEN.— 
‘‘(A) IN GENERAL.—If a covered expatriate 

makes an election under subsection (a)(4) or 
(b) which results in the deferral of any tax 
imposed by reason of subsection (a), the de-
ferred amount (including any interest, addi-
tional amount, addition to tax, assessable 
penalty, and costs attributable to the de-
ferred amount) shall be a lien in favor of the 
United States on all property of the expa-
triate located in the United States (without 
regard to whether this section applies to the 
property). 

‘‘(B) DEFERRED AMOUNT.—For purposes of 
this subsection, the deferred amount is the 
amount of the increase in the covered expa-
triate’s income tax which, but for the elec-
tion under subsection (a)(4) or (b), would 
have occurred by reason of this section for 
the taxable year including the expatriation 
date. 

‘‘(2) PERIOD OF LIEN.—The lien imposed by 
this subsection shall arise on the expatria-
tion date and continue until— 

‘‘(A) the liability for tax by reason of this 
section is satisfied or has become unenforce-
able by reason of lapse of time, or 

‘‘(B) it is established to the satisfaction of 
the Secretary that no further tax liability 
may arise by reason of this section. 

‘‘(3) CERTAIN RULES APPLY.—The rules set 
forth in paragraphs (1), (3), and (4) of section 
6324A(d) shall apply with respect to the lien 
imposed by this subsection as if it were a 
lien imposed by section 6324A. 

‘‘(j) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’. 

(b) INCLUSION IN INCOME OF GIFTS AND BE-
QUESTS RECEIVED BY UNITED STATES CITIZENS 
AND RESIDENTS FROM EXPATRIATES.—Section 
102 (relating to gifts, etc. not included in 
gross income) is amended by adding at the 
end the following new subsection: 

‘‘(d) GIFTS AND INHERITANCES FROM COV-
ERED EXPATRIATES.— 

‘‘(1) IN GENERAL.—Subsection (a) shall not 
exclude from gross income the value of any 
property acquired by gift, bequest, devise, or 
inheritance from a covered expatriate after 
the expatriation date. For purposes of this 
subsection, any term used in this subsection 
which is also used in section 877A shall have 
the same meaning as when used in section 
877A. 

‘‘(2) EXCEPTIONS FOR TRANSFERS OTHERWISE 
SUBJECT TO ESTATE OR GIFT TAX.—Paragraph 
(1) shall not apply to any property if either— 

‘‘(A) the gift, bequest, devise, or inherit-
ance is— 

‘‘(i) shown on a timely filed return of tax 
imposed by chapter 12 as a taxable gift by 
the covered expatriate, or 

‘‘(ii) included in the gross estate of the 
covered expatriate for purposes of chapter 11 
and shown on a timely filed return of tax im-
posed by chapter 11 of the estate of the cov-
ered expatriate, or 

‘‘(B) no such return was timely filed but no 
such return would have been required to be 
filed even if the covered expatriate were a 
citizen or long-term resident of the United 
States.’’. 

(c) DEFINITION OF TERMINATION OF UNITED 
STATES CITIZENSHIP.—Section 7701(a) is 
amended by adding at the end the following 
new paragraph: 

‘‘(48) TERMINATION OF UNITED STATES CITI-
ZENSHIP.— 

‘‘(A) IN GENERAL.—An individual shall not 
cease to be treated as a United States citizen 
before the date on which the individual’s 
citizenship is treated as relinquished under 
section 877A(e)(3). 

‘‘(B) DUAL CITIZENS.—Under regulations 
prescribed by the Secretary, subparagraph 
(A) shall not apply to an individual who be-
came at birth a citizen of the United States 
and a citizen of another country.’’. 

(d) INELIGIBILITY FOR VISA OR ADMISSION TO 
UNITED STATES.— 

(1) IN GENERAL.—Section 212(a)(10)(E) of the 
Immigration and Nationality Act (8 U.S.C. 
1182(a)(10)(E)) is amended to read as follows: 

‘‘(E) FORMER CITIZENS NOT IN COMPLIANCE 
WITH EXPATRIATION REVENUE PROVISIONS.— 
Any alien who is a former citizen of the 
United States who relinquishes United 
States citizenship (within the meaning of 
section 877A(e)(3) of the Internal Revenue 
Code of 1986) and who is not in compliance 
with section 877A of such Code (relating to 
expatriation).’’. 

(2) AVAILABILITY OF INFORMATION.— 
(A) IN GENERAL.—Section 6103(l) (relating 

to disclosure of returns and return informa-
tion for purposes other than tax administra-
tion) is amended by adding at the end the 
following new paragraph: 

‘‘(19) DISCLOSURE TO DENY VISA OR ADMIS-
SION TO CERTAIN EXPATRIATES.—Upon written 
request of the Attorney General or the At-
torney General’s delegate, the Secretary 
shall disclose whether an individual is in 
compliance with section 877A (and if not in 
compliance, any items of noncompliance) to 
officers and employees of the Federal agency 
responsible for administering section 
212(a)(10)(E) of the Immigration and Nation-
ality Act solely for the purpose of, and to the 
extent necessary in, administering such sec-
tion 212(a)(10)(E).’’. 

(B) SAFEGUARDS.— 
(i) TECHNICAL AMENDMENTS.—Paragraph (4) 

of section 6103(p) of the Internal Revenue 
Code of 1986, as amended by section 
202(b)(2)(B) of the Trade Act of 2002 (Public 
Law 107–210; 116 Stat. 961), is amended by 
striking ‘‘or (17)’’ after ‘‘any other person de-
scribed in subsection (l)(16)’’ each place it 
appears and inserting ‘‘or (18)’’. 

(ii) CONFORMING AMENDMENTS.—Section 
6103(p)(4) (relating to safeguards), as amend-
ed by clause (i), is amended by striking ‘‘or 
(18)’’ after ‘‘any other person described in 
subsection (l)(16)’’ each place it appears and 
inserting ‘‘(18), or (19)’’. 

(3) EFFECTIVE DATES.— 
(A) IN GENERAL.—Except as provided in 

subparagraph (B), the amendments made by 
this subsection shall apply to individuals 
who relinquish United States citizenship on 
or after the date of the enactment of this 
Act. 

(B) TECHNICAL AMENDMENTS.—The amend-
ments made by paragraph (2)(B)(i) shall take 
effect as if included in the amendments made 
by section 202(b)(2)(B) of the Trade Act of 
2002 (Public Law 107–210; 116 Stat. 961). 

(e) CONFORMING AMENDMENTS.— 
(1) Section 877 is amended by adding at the 

end the following new subsection: 
‘‘(g) APPLICATION.—This section shall not 

apply to an expatriate (as defined in section 
877A(e)) whose expatriation date (as so de-
fined) occurs on or after February 5, 2003.’’. 

(2) Section 2107 is amended by adding at 
the end the following new subsection: 

‘‘(f) APPLICATION.—This section shall not 
apply to any expatriate subject to section 
877A.’’. 

(3) Section 2501(a)(3) is amended by adding 
at the end the following new subparagraph: 

‘‘(F) APPLICATION.—This paragraph shall 
not apply to any expatriate subject to sec-
tion 877A.’’. 

(4)(A) Paragraph (1) of section 6039G(d) is 
amended by inserting ‘‘or 877A’’ after ‘‘sec-
tion 877’’. 

(B) The second sentence of section 6039G(e) 
is amended by inserting ‘‘or who relinquishes 
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United States citizenship (within the mean-
ing of section 877A(e)(3))’’ after ‘‘877(a))’’. 

(C) Section 6039G(f) is amended by insert-
ing ‘‘or 877A(e)(2)(B)’’ after ‘‘877(e)(1)’’. 

(f) CLERICAL AMENDMENT.—The table of 
sections for subpart A of part II of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the 
following new item: 

‘‘Sec. 877A. Tax responsibilities of expatria-
tion.’’. 

(g) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in this 

subsection, the amendments made by this 
section shall apply to expatriates (within the 
meaning of section 877A(e) of the Internal 
Revenue Code of 1986, as added by this sec-
tion) whose expatriation date (as so defined) 
occurs on or after February 5, 2003. 

(2) GIFTS AND BEQUESTS.—Section 102(d) of 
the Internal Revenue Code of 1986 (as added 
by subsection (b)) shall apply to gifts and be-
quests received on or after February 5, 2003, 
from an individual or the estate of an indi-
vidual whose expatriation date (as so de-
fined) occurs after such date. 

(3) DUE DATE FOR TENTATIVE TAX.—The due 
date under section 877A(h)(2) of the Internal 
Revenue Code of 1986, as added by this sec-
tion, shall in no event occur before the 90th 
day after the date of the enactment of this 
Act. 
SEC. 443. EXCISE TAX ON STOCK COMPENSATION 

OF INSIDERS IN INVERTED COR-
PORATIONS. 

(a) IN GENERAL.—Subtitle D is amended by 
adding at the end the following new chapter: 
‘‘CHAPTER 48—STOCK COMPENSATION OF 
INSIDERS IN INVERTED CORPORATIONS 

‘‘Sec. 5000A. Stock compensation of insiders 
in inverted corporations enti-
ties. 

‘‘SEC. 5000A. STOCK COMPENSATION OF INSIDERS 
IN INVERTED CORPORATIONS. 

‘‘(a) IMPOSITION OF TAX.—In the case of an 
individual who is a disqualified individual 
with respect to any inverted corporation, 
there is hereby imposed on such person a tax 
equal to 20 percent of the value (determined 
under subsection (b)) of the specified stock 
compensation held (directly or indirectly) by 
or for the benefit of such individual or a 
member of such individual’s family (as de-
fined in section 267) at any time during the 
12-month period beginning on the date which 
is 6 months before the inversion date. 

‘‘(b) VALUE.—For purposes of subsection 
(a)— 

‘‘(1) IN GENERAL.—The value of specified 
stock compensation shall be— 

‘‘(A) in the case of a stock option (or other 
similar right) or any stock appreciation 
right, the fair value of such option or right, 
and 

‘‘(B) in any other case, the fair market 
value of such compensation. 

‘‘(2) DATE FOR DETERMINING VALUE.—The 
determination of value shall be made— 

‘‘(A) in the case of specified stock com-
pensation held on the inversion date, on such 
date, 

‘‘(B) in the case of such compensation 
which is canceled during the 6 months before 
the inversion date, on the day before such 
cancellation, and 

‘‘(C) in the case of such compensation 
which is granted after the inversion date, on 
the date such compensation is granted. 

‘‘(c) TAX TO APPLY ONLY IF SHAREHOLDER 
GAIN RECOGNIZED.—Subsection (a) shall 
apply to any disqualified individual with re-
spect to an inverted corporation only if gain 
(if any) on any stock in such corporation is 
recognized in whole or part by any share-
holder by reason of the acquisition referred 
to in section 7874(a)(2)(A) (determined by 

substituting ‘July 10, 2002’ for ‘March 20, 
2002’) with respect to such corporation. 

‘‘(d) EXCEPTION WHERE GAIN RECOGNIZED ON 
COMPENSATION.—Subsection (a) shall not 
apply to— 

‘‘(1) any stock option which is exercised on 
the inversion date or during the 6-month pe-
riod before such date and to the stock ac-
quired in such exercise, if income is recog-
nized under section 83 on or before the inver-
sion date with respect to the stock acquired 
pursuant to such exercise, and 

‘‘(2) any specified stock compensation 
which is exercised, sold, exchanged, distrib-
uted, cashed out, or otherwise paid during 
such period in a transaction in which gain or 
loss is recognized in full. 

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) DISQUALIFIED INDIVIDUAL.—The term 
‘disqualified individual’ means, with respect 
to a corporation, any individual who, at any 
time during the 12-month period beginning 
on the date which is 6 months before the in-
version date— 

‘‘(A) is subject to the requirements of sec-
tion 16(a) of the Securities Exchange Act of 
1934 with respect to such corporation, or 

‘‘(B) would be subject to such requirements 
if such corporation were an issuer of equity 
securities referred to in such section. 

‘‘(2) INVERTED CORPORATION; INVERSION 
DATE.— 

‘‘(A) INVERTED CORPORATION.—The term 
‘inverted corporation’ means any corpora-
tion to which subsection (a) or (b) of section 
7874 applies determined— 

‘‘(i) by substituting ‘July 10, 2002’ for 
‘March 20, 2002’ in section 7874(a)(2)(A), and 

‘‘(ii) without regard to subsection (b)(1)(A). 

Such term includes any predecessor or suc-
cessor of such a corporation. 

‘‘(B) INVERSION DATE.—The term ‘inversion 
date’ means, with respect to a corporation, 
the date on which the corporation first be-
comes an inverted corporation. 

‘‘(3) SPECIFIED STOCK COMPENSATION.— 
‘‘(A) IN GENERAL.—The term ‘specified 

stock compensation’ means payment (or 
right to payment) granted by the inverted 
corporation (or by any member of the ex-
panded affiliated group which includes such 
corporation) to any person in connection 
with the performance of services by a dis-
qualified individual for such corporation or 
member if the value of such payment or 
right is based on (or determined by reference 
to) the value (or change in value) of stock in 
such corporation (or any such member). 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude— 

‘‘(i) any option to which part II of sub-
chapter D of chapter 1 applies, or 

‘‘(ii) any payment or right to payment 
from a plan referred to in section 280G(b)(6). 

‘‘(4) EXPANDED AFFILIATED GROUP.—The 
term ‘expanded affiliated group’ means an 
affiliated group (as defined in section 1504(a) 
without regard to section 1504(b)(3)); except 
that section 1504(a) shall be applied by sub-
stituting ‘more than 50 percent’ for ‘at least 
80 percent’ each place it appears. 

‘‘(f) SPECIAL RULES.—For purposes of this 
section— 

‘‘(1) CANCELLATION OF RESTRICTION.—The 
cancellation of a restriction which by its 
terms will never lapse shall be treated as a 
grant. 

‘‘(2) PAYMENT OR REIMBURSEMENT OF TAX BY 
CORPORATION TREATED AS SPECIFIED STOCK 
COMPENSATION.—Any payment of the tax im-
posed by this section directly or indirectly 
by the inverted corporation or by any mem-
ber of the expanded affiliated group which 
includes such corporation— 

‘‘(A) shall be treated as specified stock 
compensation, and 

‘‘(B) shall not be allowed as a deduction 
under any provision of chapter 1. 

‘‘(3) CERTAIN RESTRICTIONS IGNORED.— 
Whether there is specified stock compensa-
tion, and the value thereof, shall be deter-
mined without regard to any restriction 
other than a restriction which by its terms 
will never lapse. 

‘‘(4) PROPERTY TRANSFERS.—Any transfer of 
property shall be treated as a payment and 
any right to a transfer of property shall be 
treated as a right to a payment. 

‘‘(5) OTHER ADMINISTRATIVE PROVISIONS.— 
For purposes of subtitle F, any tax imposed 
by this section shall be treated as a tax im-
posed by subtitle A. 

‘‘(g) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’. 

(b) DENIAL OF DEDUCTION.— 
(1) IN GENERAL.—Paragraph (6) of section 

275(a) is amended by inserting ‘‘48,’’ after 
‘‘46,’’. 

(2) $1,000,000 LIMIT ON DEDUCTIBLE COM-
PENSATION REDUCED BY PAYMENT OF EXCISE 
TAX ON SPECIFIED STOCK COMPENSATION.— 
Paragraph (4) of section 162(m) is amended 
by adding at the end the following new sub-
paragraph: 

‘‘(G) COORDINATION WITH EXCISE TAX ON 
SPECIFIED STOCK COMPENSATION.—The dollar 
limitation contained in paragraph (1) with 
respect to any covered employee shall be re-
duced (but not below zero) by the amount of 
any payment (with respect to such em-
ployee) of the tax imposed by section 5000A 
directly or indirectly by the inverted cor-
poration (as defined in such section) or by 
any member of the expanded affiliated group 
(as defined in such section) which includes 
such corporation.’’. 

(c) CONFORMING AMENDMENTS.— 
(1) The last sentence of section 3121(v)(2)(A) 

is amended by inserting before the period ‘‘or 
to any specified stock compensation (as de-
fined in section 5000A) on which tax is im-
posed by section 5000A’’. 

(2) The table of chapters for subtitle D is 
amended by adding at the end the following 
new item: 

‘‘Chapter 48. Stock compensation of insiders 
in inverted corporations.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on 
July 11, 2002; except that periods before such 
date shall not be taken into account in ap-
plying the periods in subsections (a) and 
(e)(1) of section 5000A of the Internal Rev-
enue Code of 1986, as added by this section. 
SEC. 444. REINSURANCE OF UNITED STATES 

RISKS IN FOREIGN JURISDICTIONS. 
(a) IN GENERAL.—Section 845(a) (relating to 

allocation in case of reinsurance agreement 
involving tax avoidance or evasion) is 
amended by striking ‘‘source and character’’ 
and inserting ‘‘amount, source, or char-
acter’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to any risk 
reinsured after April 11, 2002. 
SEC. 445. REPORTING OF TAXABLE MERGERS 

AND ACQUISITIONS. 
(a) IN GENERAL.—Subpart B of part III of 

subchapter A of chapter 61 is amended by in-
serting after section 6043 the following new 
section: 
‘‘SEC. 6043A. TAXABLE MERGERS AND ACQUISI-

TIONS. 
‘‘(a) IN GENERAL.—The acquiring corpora-

tion in any taxable acquisition shall make a 
return (according to the forms or regulations 
prescribed by the Secretary) setting forth— 

‘‘(1) a description of the acquisition, 
‘‘(2) the name and address of each share-

holder of the acquired corporation who is re-
quired to recognize gain (if any) as a result 
of the acquisition, 
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‘‘(3) the amount of money and the fair mar-

ket value of other property transferred to 
each such shareholder as part of such acqui-
sition, and 

‘‘(4) such other information as the Sec-
retary may prescribe. 
To the extent provided by the Secretary, the 
requirements of this section applicable to 
the acquiring corporation shall be applicable 
to the acquired corporation and not to the 
acquiring corporation. 

‘‘(b) NOMINEE REPORTING.—Any person who 
holds stock as a nominee for another person 
shall furnish in the manner prescribed by the 
Secretary to such other person the informa-
tion provided by the corporation under sub-
section (d). 

‘‘(c) TAXABLE ACQUISITION.—For purposes 
of this section, the term ‘taxable acquisition’ 
means any acquisition by a corporation of 
stock in or property of another corporation 
if any shareholder of the acquired corpora-
tion is required to recognize gain (if any) as 
a result of such acquisition. 

‘‘(d) STATEMENTS TO BE FURNISHED TO 
SHAREHOLDERS.—Every person required to 
make a return under subsection (a) shall fur-
nish to each shareholder whose name is re-
quired to be set forth in such return a writ-
ten statement showing— 

‘‘(1) the name, address, and phone number 
of the information contact of the person re-
quired to make such return, 

‘‘(2) the information required to be shown 
on such return with respect to such share-
holder, and 

‘‘(3) such other information as the Sec-
retary may prescribe. 
The written statement required under the 
preceding sentence shall be furnished to the 
shareholder on or before January 31 of the 
year following the calendar year during 
which the taxable acquisition occurred.’’. 

(b) ASSESSABLE PENALTIES.— 
(1) Subparagraph (B) of section 6724(d)(1) 

(relating to definitions) is amended by redes-
ignating clauses (ii) through (xvii) as clauses 
(iii) through (xviii), respectively, and by in-
serting after clause (i) the following new 
clause: 

‘‘(ii) section 6043A(a) (relating to returns 
relating to taxable mergers and acquisi-
tions),’’. 

(2) Paragraph (2) of section 6724(d) is 
amended by redesignating subparagraphs (F) 
through (AA) as subparagraphs (G) through 
(BB), respectively, and by inserting after 
subparagraph (E) the following new subpara-
graph: 

‘‘(F) subsections (b) and (d) of section 6043A 
(relating to returns relating to taxable merg-
ers and acquisitions).’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart B of part III of sub-
chapter A of chapter 61 is amended by insert-
ing after the item relating to section 6043 the 
following new item: 

‘‘Sec. 6043A. Returns relating to taxable 
mergers and acquisitions.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to acquisi-
tions after the date of the enactment of this 
Act. 

Subtitle E—International Tax 
SEC. 451. CLARIFICATION OF BANKING BUSINESS 

FOR PURPOSES OF DETERMINING 
INVESTMENT OF EARNINGS IN 
UNITED STATES PROPERTY. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 956(c)(2) is amended to read as follows: 

‘‘(A) obligations of the United States, 
money, or deposits with— 

‘‘(i) any bank (as defined by section 2(c) of 
the Bank Holding Company Act of 1956 (12 
U.S.C. 1841(c)), without regard to subpara-
graphs (C) and (G) of paragraph (2) of such 
section), or 

‘‘(ii) any corporation not described in 
clause (i) with respect to which a bank hold-
ing company (as defined by section 2(a) of 
such Act) or financial holding company (as 
defined by section 2(p) of such Act) owns di-
rectly or indirectly more than 80 percent by 
vote or value of the stock of such corpora-
tion;’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. 452. PROHIBITION ON NONRECOGNITION OF 

GAIN THROUGH COMPLETE LIQ-
UIDATION OF HOLDING COMPANY. 

(a) IN GENERAL.—Section 332 is amended by 
adding at the end the following new sub-
section: 

‘‘(d) RECOGNITION OF GAIN ON LIQUIDATION 
OF CERTAIN HOLDING COMPANIES.— 

‘‘(1) IN GENERAL.—In the case of any dis-
tribution to a foreign corporation in com-
plete liquidation of an applicable holding 
company— 

‘‘(A) subsection (a) and section 331 shall 
not apply to such distribution, and 

‘‘(B) such distribution shall be treated as a 
distribution to which section 301 applies. 

‘‘(2) APPLICABLE HOLDING COMPANY.—For 
purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘applicable 
holding company’ means any domestic cor-
poration— 

‘‘(i) which is a common parent of an affili-
ated group, 

‘‘(ii) stock of which is directly owned by 
the distributee foreign corporation, 

‘‘(iii) substantially all of the assets of 
which consist of stock in other members of 
such affiliated group, and 

‘‘(iv) which has not been in existence at all 
times during the 5 years immediately pre-
ceding the date of the liquidation. 

‘‘(B) AFFILIATED GROUP.—For purposes of 
this subsection, the term ‘affiliated group’ 
has the meaning given such term by section 
1504(a) (without regard to paragraphs (2) and 
(4) of section 1504(b)). 

‘‘(3) COORDINATION WITH SUBPART F.—If the 
distributee of a distribution described in 
paragraph (1) is a controlled foreign corpora-
tion (as defined in section 957), then notwith-
standing paragraph (1) or subsection (a), 
such distribution shall be treated as a dis-
tribution to which section 331 applies. 

‘‘(4) REGULATIONS.—The Secretary shall 
provide such regulations as appropriate to 
prevent the abuse of this subsection, includ-
ing regulations which provide, for the pur-
poses of clause (iv) of paragraph (2)(A), that 
a corporation is not in existence for any pe-
riod unless it is engaged in the active con-
duct of a trade or business or owns a signifi-
cant ownership interest in another corpora-
tion so engaged.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to distribu-
tions in complete liquidation occurring on or 
after the date of the enactment of this Act. 
SEC. 453. PREVENTION OF MISMATCHING OF IN-

TEREST AND ORIGINAL ISSUE DIS-
COUNT DEDUCTIONS AND INCOME 
INCLUSIONS IN TRANSACTIONS 
WITH RELATED FOREIGN PERSONS. 

(a) ORIGINAL ISSUE DISCOUNT.—Section 
163(e)(3) (relating to special rule for original 
issue discount on obligation held by related 
foreign person) is amended by redesignating 
subparagraph (B) as subparagraph (C) and by 
inserting after subparagraph (A) the fol-
lowing new subparagraph: 

‘‘(B) SPECIAL RULE FOR CERTAIN FOREIGN 
ENTITIES.— 

‘‘(i) IN GENERAL.—In the case of any debt 
instrument having original issue discount 
which is held by a related foreign person 
which is a foreign personal holding company 
(as defined in section 552), a controlled for-
eign corporation (as defined in section 957), 

or a passive foreign investment company (as 
defined in section 1297), a deduction shall be 
allowable to the issuer with respect to such 
original issue discount for any taxable year 
before the taxable year in which paid only to 
the extent such original issue discount is in-
cluded during such prior taxable year in the 
gross income of a United States person who 
owns (within the meaning of section 958(a)) 
stock in such corporation. 

‘‘(ii) SECRETARIAL AUTHORITY.—The Sec-
retary may by regulation exempt trans-
actions from the application of clause (i), in-
cluding any transaction which is entered 
into by a payor in the ordinary course of a 
trade or business in which the payor is pre-
dominantly engaged.’’. 

(b) INTEREST AND OTHER DEDUCTIBLE 
AMOUNTS.—Section 267(a)(3) is amended— 

(1) by striking ‘‘The Secretary’’ and insert-
ing: 

‘‘(A) IN GENERAL.—The Secretary’’, and 
(2) by adding at the end the following new 

subparagraph: 
‘‘(B) SPECIAL RULE FOR CERTAIN FOREIGN 

ENTITIES.— 
‘‘(i) IN GENERAL.—Notwithstanding sub-

paragraph (A), in the case of any amount 
payable to a foreign personal holding com-
pany (as defined in section 552), a controlled 
foreign corporation (as defined in section 
957), or a passive foreign investment com-
pany (as defined in section 1297), a deduction 
shall be allowable to the payor with respect 
to such amount for any taxable year before 
the taxable year in which paid only to the 
extent such amount is included during such 
prior taxable year in the gross income of a 
United States person who owns (within the 
meaning of section 958(a)) stock in such cor-
poration. 

‘‘(ii) SECRETARIAL AUTHORITY.—The Sec-
retary may by regulation exempt trans-
actions from the application of clause (i), in-
cluding any transaction which is entered 
into by a payor in the ordinary course of a 
trade or business in which the payor is pre-
dominantly engaged and in which the pay-
ment of the accrued amounts occurs within 
81⁄2 months after accrual or within such other 
period as the Secretary may prescribe.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to payments 
accrued on or after the date of the enact-
ment of this Act. 
SEC. 454. EFFECTIVELY CONNECTED INCOME TO 

INCLUDE CERTAIN FOREIGN 
SOURCE INCOME. 

(a) IN GENERAL.—Section 864(c)(4)(B) (relat-
ing to treatment of income from sources 
without the United States as effectively con-
nected income) is amended by adding at the 
end the following new flush sentence: 

‘‘Any income or gain which is equivalent to 
any item of income or gain described in 
clause (i), (ii), or (iii) shall be treated in the 
same manner as such item for purposes of 
this subparagraph.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 455. RECAPTURE OF OVERALL FOREIGN 

LOSSES ON SALE OF CONTROLLED 
FOREIGN CORPORATION. 

(a) IN GENERAL.—Section 904(f)(3) (relating 
to dispositions) is amending by adding at the 
end the following new subparagraph: 

‘‘(D) APPLICATION TO DISPOSITIONS OF STOCK 
IN CONTROLLED FOREIGN CORPORATIONS.—In 
the case of any disposition by a taxpayer of 
any share of stock in a controlled foreign 
corporation (as defined in section 957), this 
paragraph shall apply to such disposition in 
the same manner as if it were a disposition 
of property described in subparagraph (A), 
except that the exception contained in sub-
paragraph (C)(i) shall not apply.’’. 
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CONGRESSIONAL RECORD — SENATES5150 May 10, 2004 
(b) EFFECTIVE DATE.—The amendment 

made by this section shall apply to disposi-
tions after the date of the enactment of this 
Act. 
SEC. 456. MINIMUM HOLDING PERIOD FOR FOR-

EIGN TAX CREDIT ON WITHHOLDING 
TAXES ON INCOME OTHER THAN 
DIVIDENDS. 

(a) IN GENERAL.—Section 901 is amended by 
redesignating subsection (l) as subsection 
(m) and by inserting after subsection (k) the 
following new subsection: 

‘‘(l) MINIMUM HOLDING PERIOD FOR WITH-
HOLDING TAXES ON GAIN AND INCOME OTHER 
THAN DIVIDENDS ETC.— 

‘‘(1) IN GENERAL.—In no event shall a credit 
be allowed under subsection (a) for any with-
holding tax (as defined in subsection (k)) on 
any item of income or gain with respect to 
any property if— 

‘‘(A) such property is held by the recipient 
of the item for 15 days or less during the 30- 
day period beginning on the date which is 15 
days before the date on which the right to 
receive payment of such item arises, or 

‘‘(B) to the extent that the recipient of the 
item is under an obligation (whether pursu-
ant to a short sale or otherwise) to make re-
lated payments with respect to positions in 
substantially similar or related property. 

This paragraph shall not apply to any divi-
dend to which subsection (k) applies. 

‘‘(2) EXCEPTION FOR TAXES PAID BY DEAL-
ERS.— 

‘‘(A) IN GENERAL.—Paragraph (1) shall not 
apply to any qualified tax with respect to 
any property held in the active conduct in a 
foreign country of a business as a dealer in 
such property. 

‘‘(B) QUALIFIED TAX.—For purposes of sub-
paragraph (A), the term ‘qualified tax’ means 
a tax paid to a foreign country (other than 
the foreign country referred to in subpara-
graph (A)) if— 

‘‘(i) the item to which such tax is attrib-
utable is subject to taxation on a net basis 
by the country referred to in subparagraph 
(A), and 

‘‘(ii) such country allows a credit against 
its net basis tax for the full amount of the 
tax paid to such other foreign country. 

‘‘(C) DEALER.—For purposes of subpara-
graph (A), the term ‘dealer’ means— 

‘‘(i) with respect to a security, any person 
to whom paragraphs (1) and (2) of subsection 
(k) would not apply by reason of paragraph 
(4) thereof if such security were stock, and 

‘‘(ii) with respect to any other property, 
any person with respect to whom such prop-
erty is described in section 1221(a)(1). 

‘‘(D) REGULATIONS.—The Secretary may 
prescribe such regulations as may be appro-
priate to carry out this paragraph, including 
regulations to prevent the abuse of the ex-
ception provided by this paragraph and to 
treat other taxes as qualified taxes. 

‘‘(3) EXCEPTIONS.—The Secretary may by 
regulation provide that paragraph (1) shall 
not apply to property where the Secretary 
determines that the application of paragraph 
(1) to such property is not necessary to carry 
out the purposes of this subsection. 

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (5), (6), and (7) 
of subsection (k) shall apply for purposes of 
this subsection. 

‘‘(5) DETERMINATION OF HOLDING PERIOD.— 
Holding periods shall be determined for pur-
poses of this subsection without regard to 
section 1235 or any similar rule.’’. 

(b) CONFORMING AMENDMENT.—The heading 
of subsection (k) of section 901 is amended by 
inserting ‘‘ON DIVIDENDS’’ after ‘‘TAXES’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or accrued more than 30 days after the 
date of the enactment of this Act. 

Subtitle F—Other Revenue Provisions 
PART I—FINANCIAL INSTRUMENTS 

SEC. 461. TREATMENT OF STRIPPED INTERESTS 
IN BOND AND PREFERRED STOCK 
FUNDS, ETC. 

(a) IN GENERAL.—Section 1286 (relating to 
tax treatment of stripped bonds) is amended 
by redesignating subsection (f) as subsection 
(g) and by inserting after subsection (e) the 
following new subsection: 

‘‘(f) TREATMENT OF STRIPPED INTERESTS IN 
BOND AND PREFERRED STOCK FUNDS, ETC.—In 
the case of an account or entity substan-
tially all of the assets of which consist of 
bonds, preferred stock, or a combination 
thereof, the Secretary may by regulations 
provide that rules similar to the rules of this 
section and 305(e), as appropriate, shall apply 
to interests in such account or entity to 
which (but for this subsection) this section 
or section 305(e), as the case may be, would 
not apply.’’. 

(b) CROSS REFERENCE.—Subsection (e) of 
section 305 is amended by adding at the end 
the following new paragraph: 

‘‘(7) CROSS REFERENCE.— 
‘‘For treatment of stripped interests in cer-

tain accounts or entities holding preferred 
stock, see section 1286(f).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to pur-
chases and dispositions after the date of the 
enactment of this Act. 
SEC. 462. APPLICATION OF EARNINGS STRIPPING 

RULES TO PARTNERSHIPS AND S 
CORPORATIONS. 

(a) IN GENERAL.—Section 168(j) (relating to 
limitation on deduction for interest on cer-
tain indebtedness) is amended by redesig-
nating paragraph (8) as paragraph (9) and by 
inserting after paragraph (7) the following 
new paragraph: 

‘‘(8) APPLICATION TO PARTNERSHIPS AND S 
CORPORATIONS.— 

‘‘(A) IN GENERAL.—This subsection shall 
apply to partnerships and S corporations in 
the same manner as it applies to C corpora-
tions. 

‘‘(B) ALLOCATIONS TO CERTAIN CORPORATE 
PARTNERS.—If a C corporation is a partner in 
a partnership— 

‘‘(i) the corporation’s allocable share of in-
debtedness and interest income of the part-
nership shall be taken into account in apply-
ing this subsection to the corporation, and 

‘‘(ii) if a deduction is not disallowed under 
this subsection with respect to any interest 
expense of the partnership, this subsection 
shall be applied separately in determining 
whether a deduction is allowable to the cor-
poration with respect to the corporation’s al-
locable share of such interest expense.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 463. RECOGNITION OF CANCELLATION OF 

INDEBTEDNESS INCOME REALIZED 
ON SATISFACTION OF DEBT WITH 
PARTNERSHIP INTEREST. 

(a) IN GENERAL.—Paragraph (8) of section 
108(e) (relating to general rules for discharge 
of indebtedness (including discharges not in 
title 11 cases or insolvency)) is amended to 
read as follows: 

‘‘(8) INDEBTEDNESS SATISFIED BY CORPORATE 
STOCK OR PARTNERSHIP INTEREST.—For pur-
poses of determining income of a debtor from 
discharge of indebtedness, if— 

‘‘(A) a debtor corporation transfers stock, 
or 

‘‘(B) a debtor partnership transfers a cap-
ital or profits interest in such partnership, 
to a creditor in satisfaction of its recourse or 
nonrecourse indebtedness, such corporation 
or partnership shall be treated as having sat-
isfied the indebtedness with an amount of 

money equal to the fair market value of the 
stock or interest. In the case of any partner-
ship, any discharge of indebtedness income 
recognized under this paragraph shall be in-
cluded in the distributive shares of taxpayers 
which were the partners in the partnership 
immediately before such discharge.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply with respect 
to cancellations of indebtedness occurring on 
or after the date of the enactment of this 
Act. 
SEC. 464. MODIFICATION OF STRADDLE RULES. 

(a) RULES RELATING TO IDENTIFIED STRAD-
DLES.— 

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 1092(a)(2) (relating to special rule for 
identified straddles) is amended to read as 
follows: 

‘‘(A) IN GENERAL.—In the case of any strad-
dle which is an identified straddle— 

‘‘(i) paragraph (1) shall not apply with re-
spect to identified positions comprising the 
identified straddle, 

‘‘(ii) if there is any loss with respect to any 
identified position of the identified straddle, 
the basis of each of the identified offsetting 
positions in the identified straddle shall be 
increased by an amount which bears the 
same ratio to the loss as the unrecognized 
gain with respect to such offsetting position 
bears to the aggregate unrecognized gain 
with respect to all such offsetting positions, 
and 

‘‘(iii) any loss described in clause (ii) shall 
not otherwise be taken into account for pur-
poses of this title.’’. 

(2) IDENTIFIED STRADDLE.—Section 
1092(a)(2)(B) (defining identified straddle) is 
amended— 

(A) by striking clause (ii) and inserting the 
following: 

‘‘(ii) to the extent provided by regulations, 
the value of each position of which (in the 
hands of the taxpayer immediately before 
the creation of the straddle) is not less than 
the basis of such position in the hands of the 
taxpayer at the time the straddle is created, 
and’’, and 

(B) by adding at the end the following new 
flush sentence: 

‘‘The Secretary shall prescribe regulations 
which specify the proper methods for clearly 
identifying a straddle as an identified strad-
dle (and the positions comprising such strad-
dle), which specify the rules for the applica-
tion of this section for a taxpayer which fails 
to properly identify the positions of an iden-
tified straddle, and which specify the order-
ing rules in cases where a taxpayer disposes 
of less than an entire position which is part 
of an identified straddle.’’. 

(3) UNRECOGNIZED GAIN.—Section 1092(a)(3) 
(defining unrecognized gain) is amended by 
redesignating subparagraph (B) as subpara-
graph (C) and by inserting after subpara-
graph (A) the following new subparagraph: 

‘‘(B) SPECIAL RULE FOR IDENTIFIED STRAD-
DLES.—For purposes of paragraph (2)(A)(ii), 
the unrecognized gain with respect to any 
identified offsetting position shall be the ex-
cess of the fair market value of the position 
at the time of the determination over the 
fair market value of the position at the time 
the taxpayer identified the position as a po-
sition in an identified straddle.’’ 

(4) CONFORMING AMENDMENT.—Section 
1092(c)(2) is amended by striking subpara-
graph (B) and by redesignating subparagraph 
(C) as subparagraph (B). 

(b) PHYSICALLY SETTLED POSITIONS.—Sec-
tion 1092(d) (relating to definitions and spe-
cial rules) is amended by adding at the end 
the following new paragraph: 

‘‘(8) SPECIAL RULES FOR PHYSICALLY SET-
TLED POSITIONS.—For purposes of subsection 
(a), if a taxpayer settles a position which is 
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part of a straddle by delivering property to 
which the position relates (and such posi-
tion, if terminated, would result in a realiza-
tion of a loss), then such taxpayer shall be 
treated as if such taxpayer— 

‘‘(A) terminated the position for its fair 
market value immediately before the settle-
ment, and 

‘‘(B) sold the property so delivered by the 
taxpayer at its fair market value.’’. 

(c) REPEAL OF STOCK EXCEPTION.— 
(1) IN GENERAL.—Section 1092(d)(3) is re-

pealed. 
(2) CONFORMING AMENDMENT.—Section 

1258(d)(1) is amended by striking ‘‘; except 
that the term ‘personal property’ shall in-
clude stock’’. 

(d) REPEAL OF QUALIFIED COVERED CALL 
EXCEPTION.—Section 1092(c)(4) is amended by 
adding at the end the following new subpara-
graph: 

‘‘(I) TERMINATION.—This paragraph shall 
not apply to any position established on or 
after the date of the enactment of this sub-
paragraph.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to positions 
established on or after the date of the enact-
ment of this Act. 
SEC. 465. DENIAL OF INSTALLMENT SALE TREAT-

MENT FOR ALL READILY 
TRADEABLE DEBT. 

(a) IN GENERAL.—Section 453(f)(4)(B) (relat-
ing to purchaser evidences of indebtedness 
payable on demand or readily tradeable) is 
amended by striking ‘‘is issued by a corpora-
tion or a government or political subdivision 
thereof and’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to sales oc-
curring on or after the date of the enactment 
of this Act. 

PART II—CORPORATIONS AND 
PARTNERSHIPS 

SEC. 466. MODIFICATION OF TREATMENT OF 
TRANSFERS TO CREDITORS IN DIVI-
SIVE REORGANIZATIONS. 

(a) IN GENERAL.—Section 361(b)(3) (relating 
to treatment of transfers to creditors) is 
amended by adding at the end the following 
new sentence: ‘‘In the case of a reorganiza-
tion described in section 368(a)(1)(D) with re-
spect to which stock or securities of the cor-
poration to which the assets are transferred 
are distributed in a transaction which quali-
fies under section 355, this paragraph shall 
apply only to the extent that the sum of the 
money and the fair market value of other 
property transferred to such creditors does 
not exceed the adjusted bases of such assets 
transferred.’’. 

(b) LIABILITIES IN EXCESS OF BASIS.—Sec-
tion 357(c)(1)(B) is amended by inserting 
‘‘with respect to which stock or securities of 
the corporation to which the assets are 
transferred are distributed in a transaction 
which qualifies under section 355’’ after ‘‘sec-
tion 368(a)(1)(D)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to transfers 
of money or other property, or liabilities as-
sumed, in connection with a reorganization 
occurring on or after the date of the enact-
ment of this Act. 
SEC. 467. CLARIFICATION OF DEFINITION OF 

NONQUALIFIED PREFERRED STOCK. 
(a) IN GENERAL.—Section 351(g)(3)(A) is 

amended by adding at the end the following: 
‘‘Stock shall not be treated as participating 
in corporate growth to any significant ex-
tent unless there is a real and meaningful 
likelihood of the shareholder actually par-
ticipating in the earnings and growth of the 
corporation.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to trans-
actions after May 14, 2003. 

SEC. 468. MODIFICATION OF DEFINITION OF CON-
TROLLED GROUP OF CORPORA-
TIONS. 

(a) IN GENERAL.—Section 1563(a)(2) (relat-
ing to brother-sister controlled group) is 
amended by striking ‘‘possessing—’’ and all 
that follows through ‘‘(B)’’ and inserting 
‘‘possessing’’. 

(b) APPLICATION OF EXISTING RULES TO 
OTHER CODE PROVISIONS.—Section 1563(f) (re-
lating to other definitions and rules) is 
amended by adding at the end the following 
new paragraph: 

‘‘(5) BROTHER-SISTER CONTROLLED GROUP 
DEFINITION FOR PROVISIONS OTHER THAN THIS 
PART.— 

‘‘(A) IN GENERAL.—Except as specifically 
provided in an applicable provision, sub-
section (a)(2) shall be applied to an applica-
ble provision as if it read as follows: 

‘(2) BROTHER-SISTER CONTROLLED GROUP.— 
Two or more corporations if 5 or fewer per-
sons who are individuals, estates, or trusts 
own (within the meaning of subsection (d)(2) 
stock possessing— 

‘(A) at least 80 percent of the total com-
bined voting power of all classes of stock en-
titled to vote, or at least 80 percent of the 
total value of shares of all classes of stock, 
of each corporation, and 

‘(B) more than 50 percent of the total com-
bined voting power of all classes of stock en-
titled to vote or more than 50 percent of the 
total value of shares of all classes of stock of 
each corporation, taking into account the 
stock ownership of each such person only to 
the extent such stock ownership is identical 
with respect to each such corporation.’ 

‘‘(B) APPLICABLE PROVISION.—For purposes 
of this paragraph, an applicable provision is 
any provision of law (other than this part) 
which incorporates the definition of con-
trolled group of corporations under sub-
section (a).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 469. MANDATORY BASIS ADJUSTMENTS IN 

CONNECTION WITH PARTNERSHIP 
DISTRIBUTIONS AND TRANSFERS OF 
PARTNERSHIP INTERESTS. 

(a) IN GENERAL.—Section 754 is repealed. 
(b) ADJUSTMENT TO BASIS OF UNDISTRIB-

UTED PARTNERSHIP PROPERTY.—Section 734 is 
amended— 

(1) by striking ‘‘, with respect to which the 
election provided in section 754 is in effect,’’ 
in the matter preceding paragraph (1) of sub-
section (b), 

(2) by striking ‘‘(as adjusted by section 
732(d))’’ both places it appears in subsection 
(b), 

(3) by striking the last sentence of sub-
section (b), 

(4) by striking subsection (a) and by redes-
ignating subsections (b) and (c) as sub-
sections (a) and (b), respectively, and 

(5) by striking ‘‘OPTIONAL’’ in the head-
ing. 

(c) ADJUSTMENT TO BASIS OF PARTNERSHIP 
PROPERTY.—Section 743 is amended— 

(1) by striking ‘‘with respect to which the 
election provided in section 754 is in effect’’ 
in the matter preceding paragraph (1) of sub-
section (b), 

(2) by striking subsection (a) and by redes-
ignating subsections (b) and (c) as sub-
sections (a) and (b), respectively, 

(3) by adding at the end the following new 
subsection: 

‘‘(c) ELECTION TO ADJUST BASIS FOR TRANS-
FERS UPON DEATH OF PARTNER.—Subsection 
(a) shall not apply and no adjustments shall 
be made in the case of any transfer of an in-
terest in a partnership upon the death of a 
partner unless an election to do so is made 
by the partnership. Such an election shall 

apply with respect to all such transfers of in-
terests in the partnership. Any election 
under section 754 in effect on the date of the 
enactment of this subsection shall constitute 
an election made under this subsection. Such 
election may be revoked by the partnership, 
subject to such limitations as may be pro-
vided by regulations prescribed by the Sec-
retary.’’, and 

(4) by striking ‘‘OPTIONAL’’ in the head-
ing. 

(d) CONFORMING AMENDMENTS.— 
(1) Subsection (d) of section 732 is repealed. 
(2) Section 755(a) is amended— 
(A) by striking ‘‘section 734(b) (relating to 

the optional adjustment’’ and inserting ‘‘sec-
tion 734(a) (relating to the adjustment’’, and 

(B) by striking ‘‘section 743(b) (relating to 
the optional adjustment’’ and inserting ‘‘sec-
tion 743(a) (relating to the adjustment’’. 

(3) Section 761(e)(2) is amended by striking 
‘‘optional’’. 

(4) Section 774(a) is amended by striking 
‘‘743(b)’’ both places it appears and inserting 
‘‘743(a)’’. 

(5) The item relating to section 734 in the 
table of sections for subpart B of part II of 
subchapter K of chapter 1 is amended by 
striking ‘‘Optional’’. 

(6) The item relating to section 743 in the 
table of sections for subpart C of part II of 
subchapter K of chapter 1 is amended by 
striking ‘‘Optional’’. 

(e) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to transfers and distribu-
tions made after the date of the enactment 
of this Act. 

(2) REPEAL OF SECTION 732(d).—The amend-
ments made by subsections (b)(2) and (d)(1) 
shall apply to— 

(A) except as provided in subparagraph (B), 
transfers made after the date of the enact-
ment of this Act, and 

(B) in the case of any transfer made on or 
before such date to which section 732(d) ap-
plies, distributions made after the date 
which is 2 years after such date of enact-
ment. 

PART III—DEPRECIATION AND 
AMORTIZATION 

SEC. 471. EXTENSION OF AMORTIZATION OF IN-
TANGIBLES TO SPORTS FRAN-
CHISES. 

(a) IN GENERAL.—Section 197(e) (relating to 
exceptions to definition of section 197 intan-
gible) is amended by striking paragraph (6) 
and by redesignating paragraphs (7) and (8) 
as paragraphs (6) and (7), respectively. 

(b) CONFORMING AMENDMENTS.— 
(1)(A) Section 1056 (relating to basis limi-

tation for player contracts transferred in 
connection with the sale of a franchise) is re-
pealed. 

(B) The table of sections for part IV of sub-
chapter O of chapter 1 is amended by strik-
ing the item relating to section 1056. 

(2) Section 1245(a) (relating to gain from 
disposition of certain depreciable property) 
is amended by striking paragraph (4). 

(3) Section 1253 (relating to transfers of 
franchises, trademarks, and trade names) is 
amended by striking subsection (e). 

(c) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to property acquired 
after the date of the enactment of this Act. 

(2) SECTION 1245.—The amendment made by 
subsection (b)(2) shall apply to franchises ac-
quired after the date of the enactment of 
this Act. 
SEC. 472. SERVICE CONTRACTS TREATED IN 

SAME MANNER AS LEASES FOR 
RULES RELATING TO TAX-EXEMPT 
USE PROPERTY. 

(a) IN GENERAL.—Section 168(h)(7) (defining 
lease) is amended by adding at the end the 
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following: ‘‘Such term shall also include any 
service contract or other similar arrange-
ment.’’. 

(b) LEASE TERM.—Section 168(i)(3) (relating 
to lease term) is amended by adding at the 
end the following new subparagraph: 

‘‘(C) SPECIAL RULE FOR SERVICE CON-
TRACTS.—In the case of any service contract 
or other similar arrangement treated as a 
lease under subsection (h)(7), the lease term 
shall be determined in the same manner as a 
lease.’’. 

(c) CONFORMING AMENDMENTS.—Section 
168(g)(3)(A) is amended— 

(1) by inserting ‘‘(as defined in subsection 
(h)(7)’’ after ‘‘lease’’ the first place it ap-
pears, and 

(2) by inserting ‘‘(as determined under sub-
section (i)(3))’’ after ‘‘term’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to leases 
and service contracts or other similar ar-
rangements entered into after the date of the 
enactment of this Act. 
SEC. 473. CLASS LIVES FOR UTILITY GRADING 

COSTS. 
(a) GAS UTILITY PROPERTY.—Section 

168(e)(3)(E) (defining 15-year property) is 
amended by striking ‘‘and’’ at the end of 
clause (ii), by striking the period at the end 
of clause (iii) and inserting ‘‘, and’’, and by 
adding at the end the following new clause: 

‘‘(iv) initial clearing and grading land im-
provements with respect to gas utility prop-
erty.’’. 

(b) ELECTRIC UTILITY PROPERTY.—Section 
168(e)(3) is amended by adding at the end the 
following new subparagraph: 

‘‘(F) 20-YEAR PROPERTY.—The term ‘20-year 
property’ means initial clearing and grading 
land improvements with respect to any elec-
tric utility transmission and distribution 
plant.’’. 

(c) CONFORMING AMENDMENTS.—The table 
contained in section 168(g)(3)(B) is amend-
ed— 

(1) by inserting ‘‘or (E)(iv)’’ after ‘‘(E)(iii)’’, 
and 

(2) by adding at the end the following new 
item: 

‘‘(F) ................................................. 25’’. 
(d) EFFECTIVE DATE.—The amendments 

made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 
SEC. 474. EXPANSION OF LIMITATION ON DEPRE-

CIATION OF CERTAIN PASSENGER 
AUTOMOBILES. 

(a) IN GENERAL.—Section 179(b) (relating to 
limitations) is amended by adding at the end 
the following new paragraph: 

‘‘(6) LIMITATION ON COST TAKEN INTO AC-
COUNT FOR CERTAIN PASSENGER VEHICLES.— 

‘‘(A) IN GENERAL.—The cost of any sport 
utility vehicle for any taxable year which 
may be taken into account under this sec-
tion shall not exceed $25,000. 

‘‘(B) SPORT UTILITY VEHICLE.—For purposes 
of subparagraph (A)— 

‘‘(i) IN GENERAL.—The term ‘sport utility 
vehicle’ means any 4-wheeled vehicle 
which— 

‘‘(I) is manufactured primarily for use on 
public streets, roads, and highways, 

‘‘(II) is not subject to section 280F, and 
‘‘(III) is rated at not more than 14,000 

pounds gross vehicle weight. 
‘‘(ii) CERTAIN VEHICLES EXCLUDED.—Such 

term does not include any vehicle which— 
‘‘(I) does not have the primary load car-

rying device or container attached, 
‘‘(II) has a seating capacity of more than 12 

individuals, 
‘‘(III) is designed for more than 9 individ-

uals in seating rearward of the driver’s seat, 
‘‘(IV) is equipped with an open cargo area, 

or a covered box not readily accessible from 

the passenger compartment, of at least 72.0 
inches in interior length, or 

‘‘(V) has an integral enclosure, fully en-
closing the driver compartment and load 
carrying device, does not have seating rear-
ward of the driver’s seat, and has no body 
section protruding more than 30 inches 
ahead of the leading edge of the wind-
shield.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 
SEC. 475. CONSISTENT AMORTIZATION OF PERI-

ODS FOR INTANGIBLES. 
(a) START-UP EXPENDITURES.— 
(1) ALLOWANCE OF DEDUCTION.—Paragraph 

(1) of section 195(b) (relating to start-up ex-
penditures) is amended to read as follows: 

‘‘(1) ALLOWANCE OF DEDUCTION.—If a tax-
payer elects the application of this sub-
section with respect to any start-up expendi-
tures— 

‘‘(A) the taxpayer shall be allowed a deduc-
tion for the taxable year in which the active 
trade or business begins in an amount equal 
to the lesser of— 

‘‘(i) the amount of start-up expenditures 
with respect to the active trade or business, 
or 

‘‘(ii) $5,000, reduced (but not below zero) by 
the amount by which such start-up expendi-
tures exceed $50,000, and 

‘‘(B) the remainder of such start-up ex-
penditures shall be allowed as a deduction 
ratably over the 180-month period beginning 
with the month in which the active trade or 
business begins.’’. 

(2) CONFORMING AMENDMENT.—Subsection 
(b) of section 195 is amended by striking 
‘‘AMORTIZE’’ and inserting ‘‘DEDUCT’’ in the 
heading. 

(b) ORGANIZATIONAL EXPENDITURES.—Sub-
section (a) of section 248 (relating to organi-
zational expenditures) is amended to read as 
follows: 

‘‘(a) ELECTION TO DEDUCT.—If a corporation 
elects the application of this subsection (in 
accordance with regulations prescribed by 
the Secretary) with respect to any organiza-
tional expenditures— 

‘‘(1) the corporation shall be allowed a de-
duction for the taxable year in which the 
corporation begins business in an amount 
equal to the lesser of— 

‘‘(A) the amount of organizational expendi-
tures with respect to the taxpayer, or 

‘‘(B) $5,000, reduced (but not below zero) by 
the amount by which such organizational ex-
penditures exceed $50,000, and 

‘‘(2) the remainder of such organizational 
expenditures shall be allowed as a deduction 
ratably over the 180-month period beginning 
with the month in which the corporation be-
gins business.’’. 

(c) TREATMENT OF ORGANIZATIONAL AND 
SYNDICATION FEES OR PARTNERSHIPS.— 

(1) IN GENERAL.—Section 709(b) (relating to 
amortization of organization fees) is amend-
ed by redesignating paragraph (2) as para-
graph (3) and by amending paragraph (1) to 
read as follows: 

‘‘(1) ALLOWANCE OF DEDUCTION.—If a tax-
payer elects the application of this sub-
section (in accordance with regulations pre-
scribed by the Secretary) with respect to any 
organizational expenses— 

‘‘(A) the taxpayer shall be allowed a deduc-
tion for the taxable year in which the part-
nership begins business in an amount equal 
to the lesser of— 

‘‘(i) the amount of organizational expenses 
with respect to the partnership, or 

‘‘(ii) $5,000, reduced (but not below zero) by 
the amount by which such organizational ex-
penses exceed $50,000, and 

‘‘(B) the remainder of such organizational 
expenses shall be allowed as a deduction rat-

ably over the 180-month period beginning 
with the month in which the partnership be-
gins business. 

‘‘(2) DISPOSITIONS BEFORE CLOSE OF AMORTI-
ZATION PERIOD.—In any case in which a part-
nership is liquidated before the end of the pe-
riod to which paragraph (1)(B) applies, any 
deferred expenses attributable to the part-
nership which were not allowed as a deduc-
tion by reason of this section may be de-
ducted to the extent allowable under section 
165.’’. 

(2) CONFORMING AMENDMENT.—Subsection 
(b) of section 709 is amended by striking 
‘‘AMORTIZATION’’ and inserting ‘‘DEDUCTION’’ 
in the heading. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or incurred after the date of the enact-
ment of this Act. 
SEC. 476. LIMITATION ON DEDUCTIONS ALLO-

CABLE TO PROPERTY USED BY GOV-
ERNMENTS OR OTHER TAX-EXEMPT 
ENTITIES. 

(a) IN GENERAL.—Subpart C of part II of 
subchapter E of chapter 1 (relating to tax-
able year for which deductions taken) is 
amended by adding at the end the following 
new section: 
‘‘SEC. 470. DEDUCTIONS ALLOCABLE TO PROP-

ERTY USED BY GOVERNMENTS OR 
OTHER TAX-EXEMPT ENTITIES. 

‘‘(a) GENERAL RULE.—The aggregate 
amount of deductions otherwise allowable to 
the taxpayer with respect to tax-exempt use 
property for any taxable year shall not ex-
ceed the aggregate amount of income includ-
ible in gross income of the taxpayer for the 
taxable year with respect to such property. 

‘‘(b) DISALLOWED DEDUCTION CARRIED TO 
NEXT YEAR.—Except as otherwise provided in 
this section, any deduction with respect to 
any tax-exempt use property which is dis-
allowed under subsection (a) shall, subject to 
the limitation under subsection (a), be treat-
ed as a deduction with respect to such prop-
erty in the next taxable year. 

‘‘(c) TAX-EXEMPT USE PROPERTY.—For pur-
poses of this section— 

‘‘(1) IN GENERAL.—The term ‘tax-exempt 
use property’ has the meaning given such 
term by section 168(h), except that such sec-
tion shall be applied without regard to para-
graphs (2)(C)(ii) and (3). 

‘‘(2) SPECIAL RULES FOR SERVICE CONTRACTS 
AND SIMILAR ARRANGEMENTS.—If tangible 
property is subject to a service contract or 
other similar arrangement between a tax-
payer (or any related person) and any tax-ex-
empt entity, such contract or arrangement 
shall be treated in the same manner as if it 
were a lease for purposes of determining 
whether such property is tax-exempt use 
property under paragraph (1). 

‘‘(d) SPECIAL RULES.— 
‘‘(1) ALLOCABLE DEDUCTIONS.—Subsection 

(a) shall apply to— 
‘‘(A) any deduction directly allocable to 

any tax-exempt use property, and 
‘‘(B) a proper share of other deductions 

that are not directly allocable to such prop-
erty. 

‘‘(2) PROPERTY CEASING TO BE TAX-EXEMPT 
USE PROPERTY.—If property of a taxpayer 
ceases to be tax-exempt use property in the 
hands of the taxpayer— 

‘‘(A) any unused deduction allocable to 
such property under subsection (b) shall only 
be allowable as a deduction for any taxable 
year to the extent of any net income of the 
taxpayer allocable to such property, and 

‘‘(B) any portion of such unused deduction 
remaining after application of subparagraph 
(A) shall, subject to the limitation of sub-
paragraph (A), be treated as a deduction allo-
cable to such property in the next taxable 
year. 
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‘‘(3) DISPOSITION OF ENTIRE INTEREST IN 

PROPERTY.—If during the taxable year a tax-
payer disposes of the taxpayer’s entire inter-
est in tax-exempt use property, rules similar 
to the rules of section 469(g) shall apply for 
purposes of this section. 

‘‘(e) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the provi-
sions of this section.’’. 

(b) CONFORMING AMENDMENT.—The table of 
sections for subpart C of part II of sub-
chapter E of chapter 1 is amended by adding 
at the end the following new item: 
‘‘Sec. 470. Deductions allocable to property 

used by governments or other 
tax-exempt entities.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to leases 
and service contracts or similar arrange-
ments entered into after the date of the en-
actment of this Act. 
PART IV—ADMINISTRATIVE PROVISIONS 

SEC. 481. CLARIFICATION OF RULES FOR PAY-
MENT OF ESTIMATED TAX FOR CER-
TAIN DEEMED ASSET SALES. 

(a) IN GENERAL.—Paragraph (13) of section 
338(h) (relating to tax on deemed sale not 
taken into account for estimated tax pur-
poses) is amended by adding at the end the 
following: ‘‘The preceding sentence shall not 
apply with respect to a qualified stock pur-
chase for which an election is made under 
paragraph (10).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to trans-
actions occurring after the date of the enact-
ment of this Act. 
SEC. 482. EXTENSION OF IRS USER FEES. 

(a) IN GENERAL.—Section 7528(c) (relating 
to termination) is amended by striking ‘‘De-
cember 31, 2004’’ and inserting ‘‘September 
30, 2013’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to requests 
after the date of the enactment of this Act. 
SEC. 483. DOUBLING OF CERTAIN PENALTIES, 

FINES, AND INTEREST ON UNDER-
PAYMENTS RELATED TO CERTAIN 
OFFSHORE FINANCIAL ARRANGE-
MENT. 

(a) GENERAL RULE.—If— 
(1) a taxpayer eligible to participate in— 
(A) the Department of the Treasury’s Off-

shore Voluntary Compliance Initiative, or 
(B) the Department of the Treasury’s vol-

untary disclosure initiative which applies to 
the taxpayer by reason of the taxpayer’s 
underreporting of United States income tax 
liability through financial arrangements 
which rely on the use of offshore arrange-
ments which were the subject of the initia-
tive described in subparagraph (A), and 

(2) any interest or applicable penalty is im-
posed with respect to any arrangement to 
which any initiative described in paragraph 
(1) applied or to any underpayment of Fed-
eral income tax attributable to items arising 
in connection with any arrangement de-
scribed in paragraph (1), 
then, notwithstanding any other provision of 
law, the amount of such interest or penalty 
shall be equal to twice that determined with-
out regard to this section. 

(b) DEFINITIONS AND RULES.—For purposes 
of this section— 

(1) APPLICABLE PENALTY.—The term ‘‘appli-
cable penalty’’ means any penalty, addition 
to tax, or fine imposed under chapter 68 of 
the Internal Revenue Code of 1986. 

(2) VOLUNTARY OFFSHORE COMPLIANCE INI-
TIATIVE.—The term ‘‘Voluntary Offshore 
Compliance Initiative’’ means the program 
established by the Department of the Treas-
ury in January of 2003 under which any tax-
payer was eligible to voluntarily disclose 
previously undisclosed income on assets 

placed in offshore accounts and accessed 
through credit card and other financial ar-
rangements. 

(3) PARTICIPATION.—A taxpayer shall be 
treated as having participated in the Vol-
untary Offshore Compliance Initiative if the 
taxpayer submitted the request in a timely 
manner and all information requested by the 
Secretary of the Treasury or his delegate 
within a reasonable period of time following 
the request. 

(c) EFFECTIVE DATE.—The provisions of 
this section shall apply to interest, pen-
alties, additions to tax, and fines with re-
spect to any taxable year if as of the date of 
the enactment of this Act, the assessment of 
any tax, penalty, or interest with respect to 
such taxable year is not prevented by the op-
eration of any law or rule of law. 
SEC. 484. PARTIAL PAYMENT OF TAX LIABILITY 

IN INSTALLMENT AGREEMENTS. 
(a) IN GENERAL.— 
(1) Section 6159(a) (relating to authoriza-

tion of agreements) is amended— 
(A) by striking ‘‘satisfy liability for pay-

ment of’’ and inserting ‘‘make payment on’’, 
and 

(B) by inserting ‘‘full or partial’’ after ‘‘fa-
cilitate’’. 

(2) Section 6159(c) (relating to Secretary 
required to enter into installment agree-
ments in certain cases) is amended in the 
matter preceding paragraph (1) by inserting 
‘‘full’’ before ‘‘payment’’. 

(b) REQUIREMENT TO REVIEW PARTIAL PAY-
MENT AGREEMENTS EVERY TWO YEARS.—Sec-
tion 6159, as amended by this Act, is amend-
ed by redesignating subsections (d), (e), and 
(f) as subsections (e), (f), and (g), respec-
tively, and inserting after subsection (c) the 
following new subsection: 

‘‘(d) SECRETARY REQUIRED TO REVIEW IN-
STALLMENT AGREEMENTS FOR PARTIAL COL-
LECTION EVERY TWO YEARS.—In the case of 
an agreement entered into by the Secretary 
under subsection (a) for partial collection of 
a tax liability, the Secretary shall review 
the agreement at least once every 2 years.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to agree-
ments entered into on or after the date of 
the enactment of this Act. 
SEC. 485. EXTENSION OF CUSTOMS USER FEES. 

Section 13031(j)(3) of the Consolidated Om-
nibus Budget Reconciliation Act of 1985 (19 
U.S.C. 58c(j)(3)) is amended by striking 
‘‘March 31, 2004’’ and inserting ‘‘September 
30, 2013’’. 
SEC. 486. DEPOSITS MADE TO SUSPEND RUNNING 

OF INTEREST ON POTENTIAL UN-
DERPAYMENTS. 

(a) IN GENERAL.—Subchapter A of chapter 
67 (relating to interest on underpayments) is 
amended by adding at the end the following 
new section: 
‘‘SEC. 6603. DEPOSITS MADE TO SUSPEND RUN-

NING OF INTEREST ON POTENTIAL 
UNDERPAYMENTS, ETC. 

‘‘(a) AUTHORITY TO MAKE DEPOSITS OTHER 
THAN AS PAYMENT OF TAX.—A taxpayer may 
make a cash deposit with the Secretary 
which may be used by the Secretary to pay 
any tax imposed under subtitle A or B or 
chapter 41, 42, 43, or 44 which has not been 
assessed at the time of the deposit. Such a 
deposit shall be made in such manner as the 
Secretary shall prescribe. 

‘‘(b) NO INTEREST IMPOSED.—To the extent 
that such deposit is used by the Secretary to 
pay tax, for purposes of section 6601 (relating 
to interest on underpayments), the tax shall 
be treated as paid when the deposit is made. 

‘‘(c) RETURN OF DEPOSIT.—Except in a case 
where the Secretary determines that collec-
tion of tax is in jeopardy, the Secretary shall 
return to the taxpayer any amount of the de-
posit (to the extent not used for a payment 

of tax) which the taxpayer requests in writ-
ing. 

‘‘(d) PAYMENT OF INTEREST.— 
‘‘(1) IN GENERAL.—For purposes of section 

6611 (relating to interest on overpayments), a 
deposit which is returned to a taxpayer shall 
be treated as a payment of tax for any period 
to the extent (and only to the extent) attrib-
utable to a disputable tax for such period. 
Under regulations prescribed by the Sec-
retary, rules similar to the rules of section 
6611(b)(2) shall apply. 

‘‘(2) DISPUTABLE TAX.— 
‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the term ‘disputable tax’ means the 
amount of tax specified at the time of the de-
posit as the taxpayer’s reasonable estimate 
of the maximum amount of any tax attrib-
utable to disputable items. 

‘‘(B) SAFE HARBOR BASED ON 30-DAY LET-
TER.—In the case of a taxpayer who has been 
issued a 30-day letter, the maximum amount 
of tax under subparagraph (A) shall not be 
less than the amount of the proposed defi-
ciency specified in such letter. 

‘‘(3) OTHER DEFINITIONS.—For purposes of 
paragraph (2)— 

‘‘(A) DISPUTABLE ITEM.—The term ‘disput-
able item’ means any item of income, gain, 
loss, deduction, or credit if the taxpayer— 

‘‘(i) has a reasonable basis for its treat-
ment of such item, and 

‘‘(ii) reasonably believes that the Sec-
retary also has a reasonable basis for dis-
allowing the taxpayer’s treatment of such 
item. 

‘‘(B) 30-DAY LETTER.—The term ‘30-day let-
ter’ means the first letter of proposed defi-
ciency which allows the taxpayer an oppor-
tunity for administrative review in the In-
ternal Revenue Service Office of Appeals. 

‘‘(4) RATE OF INTEREST.—The rate of inter-
est allowable under this subsection shall be 
the Federal short-term rate determined 
under section 6621(b), compounded daily. 

‘‘(e) USE OF DEPOSITS.— 
‘‘(1) PAYMENT OF TAX.—Except as otherwise 

provided by the taxpayer, deposits shall be 
treated as used for the payment of tax in the 
order deposited. 

‘‘(2) RETURNS OF DEPOSITS.—Deposits shall 
be treated as returned to the taxpayer on a 
last-in, first-out basis.’’. 

(b) CLERICAL AMENDMENT.—The table of 
sections for subchapter A of chapter 67 is 
amended by adding at the end the following 
new item: 

‘‘Sec. 6603. Deposits made to suspend running 
of interest on potential under-
payments, etc.’’. 

(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to deposits made 
after the date of the enactment of this Act. 

(2) COORDINATION WITH DEPOSITS MADE 
UNDER REVENUE PROCEDURE 84–58.—In the case 
of an amount held by the Secretary of the 
Treasury or his delegate on the date of the 
enactment of this Act as a deposit in the na-
ture of a cash bond deposit pursuant to Rev-
enue Procedure 84–58, the date that the tax-
payer identifies such amount as a deposit 
made pursuant to section 6603 of the Internal 
Revenue Code (as added by this Act) shall be 
treated as the date such amount is deposited 
for purposes of such section 6603. 
SEC. 487. QUALIFIED TAX COLLECTION CON-

TRACTS. 
(a) CONTRACT REQUIREMENTS.— 
(1) IN GENERAL.—Subchapter A of chapter 

64 (relating to collection) is amended by add-
ing at the end the following new section: 
‘‘SEC. 6306. QUALIFIED TAX COLLECTION CON-

TRACTS. 
‘‘(a) IN GENERAL.—Nothing in any provi-

sion of law shall be construed to prevent the 
Secretary from entering into a qualified tax 
collection contract. 
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‘‘(b) QUALIFIED TAX COLLECTION CON-

TRACT.—For purposes of this section, the 
term ‘qualified tax collection contract’ 
means any contract which— 

‘‘(1) is for the services of any person (other 
than an officer or employee of the Treasury 
Department)— 

‘‘(A) to locate and contact any taxpayer 
specified by the Secretary, 

‘‘(B) to request full payment from such 
taxpayer of an amount of Federal tax speci-
fied by the Secretary and, if such request 
cannot be met by the taxpayer, to offer the 
taxpayer an installment agreement pro-
viding for full payment of such amount dur-
ing a period not to exceed 3 years, and 

‘‘(C) to obtain financial information speci-
fied by the Secretary with respect to such 
taxpayer, 

‘‘(2) prohibits each person providing such 
services under such contract from commit-
ting any act or omission which employees of 
the Internal Revenue Service are prohibited 
from committing in the performance of simi-
lar services, 

‘‘(3) prohibits subcontractors from— 
‘‘(A) having contacts with taxpayers, 
‘‘(B) providing quality assurance services, 

and 
‘‘(C) composing debt collection notices, 

and 
‘‘(4) permits subcontractors to perform 

other services only with the approval of the 
Secretary. 

‘‘(c) FEES.—The Secretary may retain and 
use an amount not in excess of 25 percent of 
the amount collected under any qualified tax 
collection contract for the costs of services 
performed under such contract. The Sec-
retary shall keep adequate records regarding 
amounts so retained and used. The amount 
credited as paid by any taxpayer shall be de-
termined without regard to this subsection. 

‘‘(d) NO FEDERAL LIABILITY.—The United 
States shall not be liable for any act or 
omission of any person performing services 
under a qualified tax collection contract. 

‘‘(e) APPLICATION OF FAIR DEBT COLLECTION 
PRACTICES ACT.—The provisions of the Fair 
Debt Collection Practices Act (15 U.S.C. 1692 
et seq.) shall apply to any qualified tax col-
lection contract, except to the extent super-
seded by section 6304, section 7602(c), or by 
any other provision of this title. 

‘‘(f) CROSS REFERENCES.— 
‘‘(1) For damages for certain unauthorized 

collection actions by persons performing 
services under a qualified tax collection con-
tract, see section 7433A. 

‘‘(2) For application of Taxpayer Assist-
ance Orders to persons performing services 
under a qualified tax collection contract, see 
section 7811(a)(4).’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Section 7809(a) is amended by inserting 

‘‘6306,’’ before ‘‘7651’’. 
(B) The table of sections for subchapter A 

of chapter 64 is amended by adding at the 
end the following new item: 

‘‘Sec. 6306. Qualified Tax Collection Con-
tracts.’’. 

(b) CIVIL DAMAGES FOR CERTAIN UNAUTHOR-
IZED COLLECTION ACTIONS BY PERSONS PER-
FORMING SERVICES UNDER QUALIFIED TAX 
COLLECTION CONTRACTS.— 

(1) IN GENERAL.—Subchapter B of chapter 
76 (relating to proceedings by taxpayers and 
third parties) is amended by inserting after 
section 7433 the following new section: 
‘‘SEC. 7433A. CIVIL DAMAGES FOR CERTAIN UN-

AUTHORIZED COLLECTION ACTIONS 
BY PERSONS PERFORMING SERV-
ICES UNDER QUALIFIED TAX COL-
LECTION CONTRACTS. 

‘‘(a) IN GENERAL.—Subject to the modifica-
tions provided by subsection (b), section 7433 
shall apply to the acts and omissions of any 

person performing services under a qualified 
tax collection contract (as defined in section 
6306(b)) to the same extent and in the same 
manner as if such person were an employee 
of the Internal Revenue Service. 

‘‘(b) MODIFICATIONS.—For purposes of sub-
section (a)— 

‘‘(1) Any civil action brought under section 
7433 by reason of this section shall be 
brought against the person who entered into 
the qualified tax collection contract with 
the Secretary and shall not be brought 
against the United States. 

‘‘(2) Such person and not the United States 
shall be liable for any damages and costs de-
termined in such civil action. 

‘‘(3) Such civil action shall not be an exclu-
sive remedy with respect to such person. 

‘‘(4) Subsections (c), (d)(1), and (e) of sec-
tion 7433 shall not apply.’’. 

(2) CLERICAL AMENDMENT.—The table of 
sections for subchapter B of chapter 76 is 
amended by inserting after the item relating 
to section 7433 the following new item: 

‘‘Sec. 7433A. Civil damages for certain unau-
thorized collection actions by 
persons performing services 
under a qualified tax collection 
contract.’’. 

(c) APPLICATION OF TAXPAYER ASSISTANCE 
ORDERS TO PERSONS PERFORMING SERVICES 
UNDER A QUALIFIED TAX COLLECTION CON-
TRACT.—Section 7811 (relating to taxpayer 
assistance orders) is amended by adding at 
the end the following new subsection: 

‘‘(g) APPLICATION TO PERSONS PERFORMING 
SERVICES UNDER A QUALIFIED TAX COLLEC-
TION CONTRACT.—Any order issued or action 
taken by the National Taxpayer Advocate 
pursuant to this section shall apply to per-
sons performing services under a qualified 
tax collection contract (as defined in section 
6306(b)) to the same extent and in the same 
manner as such order or action applies to the 
Secretary.’’. 

(d) INELIGIBILITY OF INDIVIDUALS WHO COM-
MIT MISCONDUCT TO PERFORM UNDER CON-
TRACT.—Section 1203 of the Internal Revenue 
Service Restructuring Act of 1998 (relating 
to termination of employment for mis-
conduct) is amended by adding at the end the 
following new subsection: 

‘‘(e) INDIVIDUALS PERFORMING SERVICES 
UNDER A QUALIFIED TAX COLLECTION CON-
TRACT.— An individual shall cease to be per-
mitted to perform any services under any 
qualified tax collection contract (as defined 
in section 6306(b) of the Internal Revenue 
Code of 1986) if there is a final determination 
by the Secretary of the Treasury under such 
contract that such individual committed any 
act or omission described under subsection 
(b) in connection with the performance of 
such services.’’. 

(e) EFFECTIVE DATE.—The amendments 
made to this section shall take effect on the 
date of the enactment of this Act. 

PART V—MISCELLANEOUS PROVISIONS 
SEC. 491. ADDITION OF VACCINES AGAINST HEPA-

TITIS A TO LIST OF TAXABLE VAC-
CINES. 

(a) IN GENERAL.—Section 4132(a)(1) (defin-
ing taxable vaccine) is amended by redesig-
nating subparagraphs (I), (J), (K), and (L) as 
subparagraphs (J), (K), (L), and (M), respec-
tively, and by inserting after subparagraph 
(H) the following new subparagraph: 

‘‘(I) Any vaccine against hepatitis A.’’. 
(b) CONFORMING AMENDMENT.—Section 

9510(c)(1)(A) is amended by striking ‘‘October 
18, 2000’’ and inserting ‘‘May 8, 2003’’. 

(c) EFFECTIVE DATE.— 
(1) SALES, ETC.—The amendments made by 

this section shall apply to sales and uses on 
or after the first day of the first month 
which begins more than 4 weeks after the 
date of the enactment of this Act. 

(2) DELIVERIES.—For purposes of paragraph 
(1) and section 4131 of the Internal Revenue 
Code of 1986, in the case of sales on or before 
the effective date described in such para-
graph for which delivery is made after such 
date, the delivery date shall be considered 
the sale date. 
SEC. 492. RECOGNITION OF GAIN FROM THE SALE 

OF A PRINCIPAL RESIDENCE AC-
QUIRED IN A LIKE-KIND EXCHANGE 
WITHIN 5 YEARS OF SALE. 

(a) IN GENERAL.—Section 121(d) (relating to 
special rules for exclusion of gain from sale 
of principal residence) is amended by adding 
at the end the following new paragraph: 

‘‘(10) PROPERTY ACQUIRED IN LIKE-KIND EX-
CHANGE.—If a taxpayer acquired property in 
an exchange to which section 1031 applied, 
subsection (a) shall not apply to the sale or 
exchange of such property if it occurs during 
the 5-year period beginning with the date of 
the acquisition of such property.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to sales or 
exchanges after the date of the enactment of 
this Act. 
SEC. 493. CLARIFICATION OF EXEMPTION FROM 

TAX FOR SMALL PROPERTY AND 
CASUALTY INSURANCE COMPANIES. 

(a) IN GENERAL.—Section 501(c)(15)(A) is 
amended to read as follows: 

‘‘(A) Insurance companies (as defined in 
section 816(a)) other than life (including 
interinsurers and reciprocal underwriters) 
if— 

‘‘(i) the gross receipts for the taxable year 
do not exceed $600,000, and 

‘‘(ii) more than 50 percent of such gross re-
ceipts consist of premiums.’’. 

(b) CONTROLLED GROUP RULE.—Section 
501(c)(15)(C) is amended by inserting ‘‘, ex-
cept that in applying section 1563 for pur-
poses of section 831(b)(2)(B)(ii), subpara-
graphs (B) and (C) of section 1563(b)(2) shall 
be disregarded’’ before the period at the end. 

(c) CONFORMING AMENDMENT.—Clause (i) of 
section 831(b)(2)(A) is amended by striking 
‘‘exceed $350,000 but’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 494. DEFINITION OF INSURANCE COMPANY 

FOR SECTION 831. 
(a) IN GENERAL.—Section 831 is amended by 

redesignating subsection (c) as subsection (d) 
and by inserting after subsection (b) the fol-
lowing new subsection: 

‘‘(c) INSURANCE COMPANY DEFINED.—For 
purposes of this section, the term ‘insurance 
company’ has the meaning given to such 
term by section 816(a)).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 
SEC. 495. LIMITATIONS ON DEDUCTION FOR 

CHARITABLE CONTRIBUTIONS OF 
PATENTS AND SIMILAR PROPERTY. 

(a) DEDUCTION ALLOWED ONLY TO THE EX-
TENT OF BASIS.—Section 170(e)(1)(B) (relating 
to certain contributions of ordinary income 
and capital gain property) is amended by 
striking ‘‘or’’ at the end of clause (i), by add-
ing ‘‘or’’ at the end of clause (ii), and by in-
serting after clause (ii) the following new 
clause: 

‘‘(iii) of any patent, copyright, trademark, 
trade name, trade secret, know-how, soft-
ware, or similar property, or applications or 
registrations of such property,’’. 

(b) TREATMENT OF CONTRIBUTIONS WHERE 
DONOR RECEIVES INTEREST.—Section 170(e) is 
amended by adding at the end the following 
new paragraph: 

‘‘(7) SPECIAL RULES FOR CONTRIBUTIONS OF 
PATENTS AND SIMILAR PROPERTY WHERE DONOR 
RECEIVES INTEREST.— 

‘‘(A) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed under this section 
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CONGRESSIONAL RECORD — SENATE S5155 May 10, 2004 
with respect to a contribution of property 
described in paragraph (1)(B)(iii) if the tax-
payer after the contribution has any interest 
in the property other than a qualified inter-
est. 

‘‘(B) CONTRIBUTIONS WITH QUALIFIED INTER-
EST.—If a taxpayer after a contribution of 
property described in paragraph (1)(B)(iii) 
has a qualified interest in the property— 

‘‘(i) any payment pursuant to the qualified 
interest shall be treated as ordinary income 
and shall be includible in gross income of the 
taxpayer for the taxable year in which the 
payment is received by the taxpayer, and 

‘‘(ii) subsection (f)(3) and section 1011(b) 
shall not apply to the transfer of the prop-
erty from the taxpayer to the donee. 

‘‘(C) QUALIFIED INTEREST.—For purposes of 
this paragraph— 

‘‘(i) IN GENERAL.—The term ‘qualified in-
terest’ means, with respect to any taxpayer, 
a right to receive from the donee a percent-
age (not greater than 50 percent) of any roy-
alty payment received by the donee with re-
spect to property described in paragraph 
(1)(B)(iii) (other than copyrights which are 
described in section 1221(a)(3) or 1231(b)(1)(C)) 
contributed by the taxpayer to the donee. 

‘‘(ii) SECRETARIAL AUTHORITY.— 
‘‘(I) IN GENERAL.—Except as provided in 

subclause (II), the Secretary may by regula-
tion or other administrative guidance treat 
as a qualified interest the right to receive 
other payments from the donee, but only if 
the donee does not possess a right to receive 
any payment (whether royalties or other-
wise) from a third party with respect to the 
contributed property. 

‘‘(II) EXCEPTIONS.—The Secretary may not 
treat as a qualified interest the right to re-
ceive any payment which provides a benefit 
to the donor which is greater than the ben-
efit retained by the donee or the right to re-
ceive any portion of the proceeds from the 
sale of the property contributed. 

‘‘(iii) LIMITATION.—An interest shall be 
treated as a qualified interest under this sub-
paragraph only if the taxpayer has no right 
to receive any payment described in clause 
(i) or (ii)(I) after the earlier of the date on 
which the legal life of the contributed prop-
erty expires or the date which is 20 years 
after the date of the contribution.’’. 

(c) REPORTING REQUIREMENTS.— 
(1) IN GENERAL.—Section 6050L(a) (relating 

to returns regarding certain dispositions of 
donated property) is amended— 

(A) by striking ‘‘If’’ and inserting: 
‘‘(1) DISPOSITIONS OF DONATED PROPERTY.— 

If’’, 
(B) by redesignating paragraphs (1) 

through (5) as subparagraphs (A) through (E), 
respectively, and 

(C) by adding at the end the following new 
paragraph: 

‘‘(2) PAYMENTS OF QUALIFIED INTERESTS.— 
Each donee of property described in section 
170(e)(1)(B)(iii) which makes a payment to a 
donor pursuant to a qualified interest (as de-
fined in section 170(e)(7)) during any calendar 
year shall make a return (in accordance with 
forms and regulations prescribed by the Sec-
retary) showing— 

‘‘(A) the name, address, and TIN of the 
payor and the payee with respect to such a 
payment, 

‘‘(B) a description, and date of contribu-
tion, of the property to which the qualified 
interest relates, 

‘‘(C) the dates and amounts of any royalty 
payments received by the donee with respect 
to such property, 

‘‘(D) the date and the amount of the pay-
ment pursuant to the qualified interest, and 

‘‘(E) a description of the terms of the 
qualified interest.’’. 

(2) CONFORMING AMENDMENTS.— 

(A) The heading for section 6050L is amend-
ed by striking ‘‘CERTAIN DISPOSITIONS 
OF’’. 

(B) The item relating to section 6050L in 
the table of sections for subpart B of part III 
of subchapter A of chapter 61 is amended by 
striking ‘‘certain dispositions of’’. 

(d) ANTI-ABUSE RULES.—The Secretary of 
the Treasury may prescribe such regulations 
or other administrative guidance as may be 
necessary or appropriate to prevent the 
avoidance of the purposes of section 
170(e)(1)(B)(iii) of the Internal Revenue Code 
of 1986 (as added by subsection (a)), including 
preventing— 

(1) the circumvention of the reduction of 
the charitable deduction by embedding or 
bundling the patent or similar property as 
part of a charitable contribution of property 
that includes the patent or similar property, 

(2) the manipulation of the basis of the 
property to increase the amount of the char-
itable deduction through the use of related 
persons, pass-thru entities, or other inter-
mediaries, or through the use of any provi-
sion of law or regulation (including the con-
solidated return regulations), and 

(3) a donor from changing the form of the 
patent or similar property to property of a 
form for which different deduction rules 
would apply. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to contribu-
tions made after October 1, 2003. 
SEC. 496. REPEAL OF 10-PERCENT REHABILITA-

TION TAX CREDIT. 
Section 47 is amended by adding at the end 

the following new subsection: 
‘‘(e) TERMINATION.—This section shall not 

apply to expenditures described in sub-
section (a)(1) incurred in taxable years be-
ginning after December 31, 2003.’’. 
SEC. 497. INCREASE IN AGE OF MINOR CHILDREN 

WHOSE UNEARNED INCOME IS 
TAXED AS IF PARENT’S INCOME. 

(a) IN GENERAL.—Section 1(g)(2)(A) (relat-
ing to child to whom subsection applies) is 
amended by striking ‘‘age 14’’ and inserting 
‘‘age 18’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 

SA 3133. Mr. GRASSLEY submitted 
an amendment intended to be proposed 
by him to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

On page 59, line 13, insert ‘‘section 453(a) 
of’’ after ‘‘by’’. 

On page 60, line 3, insert ‘‘section 453(a) of’’ 
after ‘‘by’’. 

On page 68, strike lines 10 through 14, and 
insert the following: 

(d) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to taxable years of for-
eign corporations beginning after December 
31, 2004, and to taxable years of United 
States shareholders with or within which 
such taxable years of foreign corporations 
end. 

(2) SUBSECTION (c)(29).—The amendments 
made by subsection (c)(29) shall apply to dis-
closures of return or return information with 
respect to taxable years beginning after De-
cember 31, 2004. 

On page 98, line 3, strike ‘‘September 24, 
2004’’ and insert ‘‘December 31, 2004’’. 

On page 98, between lines 3 and 4, insert 
the following: 
SECTION 237. INTEREST PAYMENTS DEDUCTIBLE 

WHERE DISQUALIFIED GUARANTEE 
HAS NO ECONOMIC EFFECT. 

(a) IN GENERAL.—Section 163(j)(6)(D)(ii) (re-
lating to exceptions to disqualified guar-
antee) is amended— 

(1) by striking ‘‘or’’ at the end of subclause 
(I), 

(2) by striking the period at the end of sub-
clause (II) and inserting ‘‘, or’’, 

(3) by inserting after subclause (II) the fol-
lowing new subclause: 

‘‘(III) in the case of a guarantee by a for-
eign person, to the extent of the amount that 
the taxpayer establishes to the satisfaction 
of the Secretary that the taxpayer could 
have borrowed from an unrelated person 
without the guarantee.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to guaran-
tees issued on or after the date of the enact-
ment of this Act. 

On page 125, line 25, strike ‘‘December 31, 
2003’’ and insert ‘‘the date which is 30 days 
after the date of the enactment of this Act’’. 

Beginning on page 135, line 17, strike all 
through page 136, line 2, and insert the fol-
lowing: 

‘‘(i) which is— 
‘‘(I) described in section 501(c)(3) or 

501(c)(6) and is exempt from tax under sec-
tion 501(a) and is organized and operated pri-
marily to conduct research, or 

‘‘(II) organized and operated primarily to 
conduct research in the public interest 
(within the meaning of section 501(c)(3)), 

On page 137, lines 18 and 19, strike ‘‘which 
is energy research’’. 

On page 139, lines 9 and 10, strike ‘‘Energy 
Tax Incentives Act of 2003’’ and insert 
‘‘Jumpstart Our Business Strength (JOBS) 
Act’’. 

On page 14, line 18, of Senate amendment 
number 3118, as passed, strike ‘‘2’’ and insert 
‘‘3’’. 

On page 14, line 21, of Senate amendment 
number 3118, as passed, insert ‘‘for such tax-
able year’’ after ‘‘United States’’. 

Beginning on page 212, line 9, strike all 
through page 213, line 3, and insert the fol-
lowing: 

(1) IN GENERAL.—Section 162(g) (relating to 
treble damage payments under the antitrust 
laws) is amended— 

(A) by redesignating paragraphs (1) and (2) 
as subparagraphs (A) and (B), respectively, 

(B) by striking ‘‘If’’ and inserting: 
‘‘(1) TREBLE DAMAGES.—If’’, and 
(C) by adding at the end the following new 

paragraph: 
‘‘(2) PUNITIVE DAMAGES.—No deduction 

shall be allowed under this chapter for any 
amount paid or incurred for punitive dam-
ages in connection with any judgment in, or 
settlement of, any action. This paragraph 
shall not apply to punitive damages de-
scribed in section 104(c).’’. 

(2) CONFORMING AMENDMENT.—The heading 
for section 162(g) is amended by inserting 
‘‘OR PUNITIVE DAMAGES’’ after ‘‘LAWS’’. 

On page 225, line 14, strike ‘‘paragraph 
(3)(A)’’ and insert ‘‘this subparagraph’’. 

On page 228, line 1, strike ‘‘(c)’’ and insert 
‘‘(d)’’. 

On page 228, line 8, strike ‘‘(d)’’ and insert 
‘‘(e)’’. 

On page 230, line 17, add a period at the 
end. 

On page 245, strike lines 5 through 7, and 
insert the following: 

(1) IN GENERAL.—Section 14 of the Securi-
ties Exchange Act of 1934 (15 U.S.C. 78n) is 
amended by adding at the end the following 
new subsection: 

On page 286, strike lines 6 through 10, and 
insert the following: 
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(1) Subparagraph (B) of section 6724(d)(1) 

(defining information return) is amended by 
redesignating clauses (ii) through (xviii) as 
clauses (iii) through (xix), respectively, and 
by inserting after clause (i) the following 
new clause: 

On page 286, strike lines 14 through 18, and 
insert the following: 

(2) Paragraph (2) of section 6724(d) (relating 
to definitions) is amended by redesignating 
subparagraphs (F) through (BB) as subpara-
graphs (G) through (CC), respectively, and by 
inserting after subparagraph (E) the fol-
lowing new subparagraph: 

On page 301, line 7, strike ‘‘168(j)’’ and in-
sert ‘‘163(j)’’. 

On page 311, line 10, insert beginning dou-
ble quotation marks before the beginning 
single quotation mark. 

On page 311, line 14, insert beginning dou-
ble quotation marks before the beginning 
single quotation mark. 

On page 311, line 19, insert beginning dou-
ble quotation marks before the beginning 
single quotation mark. 

On page 345, strike lines 13 through 19, and 
insert the following: 

‘‘(c) FEES AND EXPENSES.—The Secretary 
may retain and use— 

‘‘(1) an amount not in excess of 25 percent 
of the amount collected under any qualified 
tax collection contract for the costs of serv-
ices performed under such contract, and 

‘‘(2) an amount not in excess of 25 percent 
of such amount collected for collection en-
forcement activities of the Internal Revenue 
Service. 

The Secretary shall keep adequate records 
regarding amounts so retained and used. The 
amount credited as paid by any taxpayer 
shall be determined without regard to this 
subsection. 

On page 346, between lines 4 and 5, insert 
the following: 

‘‘(f) APPLICATION OF SECTION.—In no event 
may the term of any qualified tax collection 
contract extend beyond the date which is 5 
years after the date of the enactment of this 
section. 

On page 346, line 5, strike ‘‘(f)’’ and insert 
‘‘(g)’’. 

On page 349, between lines 11 and 12, insert 
the following: 

(e) BIENNIAL REPORT.—The Secretary of 
the Treasury shall biennially submit (begin-
ning in 2005) to the Committee on Finance of 
the Senate and the Committee on Ways and 
Means of the House of Representatives a re-
port with respect to qualified tax collection 
contracts under section 6306 of the Internal 
Revenue Code of 1986 (as added by this sec-
tion) which includes— 

(1) a complete cost benefit analysis, 
(2) the impact of such contracts on collec-

tion enforcement staff levels in the Internal 
Revenue Service, 

(3) the amounts collected and the collec-
tion costs incurred (directly and indirectly), 

(4) an evaluation of contractor perform-
ance, 

(5) a disclosure safeguard report in a form 
similar to that required under section 
6103(p)(5) of such Code, and 

(6) a measurement plan which includes a 
comparison of the best practices used by the 
private collectors with the Internal Revenue 
Service’s own collection techniques) and 
mechanisms to identify and capture informa-
tion on successful collection techniques used 
by the contractors which could be adopted 
by the Internal Revenue Service. 

On page 349, line 12, strike ‘‘(e)’’ and insert 
‘‘(f)’’. 

Beginning on page 349, line 15, strike all 
through page 353, line 24, and insert the fol-
lowing: 

SEC. 488. WHISTLEBLOWER REFORMS. 
(a) IN GENERAL.—Section 7623 (relating to 

expenses of detection of underpayments and 
fraud, etc.) is amended— 

(1) by striking ‘‘The Secretary’’ and insert-
ing ‘‘(a) IN GENERAL.—The Secretary’’, 

(2) by striking ‘‘and’’ at the end of para-
graph (1) and inserting ‘‘or’’, 

(3) by striking ‘‘(other than interest)’’, and 
(4) by adding at the end the following new 

subsections: 
‘‘(b) AWARDS TO WHISTLEBLOWERS.— 
‘‘(1) IN GENERAL.—If the Secretary proceeds 

with any administrative or judicial action 
described in subsection (a) based on informa-
tion brought to the Secretary’s attention by 
an individual, such individual shall, subject 
to paragraph (2), receive as an award at least 
15 percent but not more than 30 percent of 
the collected proceeds (including penalties, 
interest, additions to tax, and additional 
amounts) resulting from the action (includ-
ing any related actions) or from any settle-
ment in response to such action. The deter-
mination of the amount of such award by the 
Whistleblower Office shall depend upon the 
extent to which the individual substantially 
contributed to such action. 

‘‘(2) AWARD IN CASE OF LESS SUBSTANTIAL 
CONTRIBUTION.— 

‘‘(A) IN GENERAL.—In the event the action 
described in paragraph (1) is one which the 
Whistleblower Office determines to be based 
principally on disclosures of specific allega-
tions (other than information provided by 
the individual described in paragraph (1)) re-
sulting from a judicial or administrative 
hearing, from a governmental report, hear-
ing, audit, or investigation, or from the news 
media, the Whistleblower Office may award 
such sums as it considers appropriate, but in 
no case more than 10 percent of the collected 
proceeds (including penalties, interest, addi-
tions to tax, and additional amounts) result-
ing from the action (including any related 
actions) or from any settlement in response 
to such action, taking into account the sig-
nificance of the individual’s information and 
the role of such individual and any legal rep-
resentative of such individual in contrib-
uting to such action. 

‘‘(B) NONAPPLICATION OF PARAGRAPH WHERE 
INDIVIDUAL IS ORIGINAL SOURCE OF INFORMA-
TION.—Subparagraph (A) shall not apply if 
the information resulting in the initiation of 
the action described in paragraph (1) was 
originally provided by the individual de-
scribed in paragraph (1). 

‘‘(3) APPEAL OF AWARD DETERMINATION.— 
Any determination regarding an award under 
paragraph (1) or (2) shall be subject to the fil-
ing by the individual described in such para-
graph of a petition for review with the Tax 
Court under rules similar to the rules under 
section 7463 (without regard to the amount 
in dispute) and such review shall be subject 
to the rules under section 7461(b)(1). 

‘‘(4) APPLICATION OF THIS SUBSECTION.—This 
subsection shall apply with respect to any 
action— 

‘‘(A) against any taxpayer, but in the case 
of any individual, only if such individual’s 
gross income exceeds $200,000 for any taxable 
year subject to such action, and 

‘‘(B) if the tax, penalties, interest, addi-
tions to tax, and additional amounts in dis-
pute exceed $20,000. 

‘‘(5) ADDITIONAL RULES.— 
‘‘(A) NO CONTRACT NECESSARY.—No con-

tract with the Internal Revenue Service is 
necessary for any individual to receive an 
award under this subsection. 

‘‘(B) REPRESENTATION.—Any individual de-
scribed in paragraph (1) or (2) may be rep-
resented by counsel. 

‘‘(C) AWARD NOT SUBJECT TO INDIVIDUAL AL-
TERNATIVE MINIMUM TAX.—No award received 
under this subsection shall be included in 

gross income for purposes of determining al-
ternative minimum taxable income. 

‘‘(c) WHISTLEBLOWER OFFICE.— 
‘‘(1) IN GENERAL.—There is established in 

the Internal Revenue Service an office to be 
known as the ‘Whistleblower Office’ which— 

‘‘(A) shall analyze information received 
from any individual described in subsection 
(b) and either investigate the matter itself or 
assign it to the appropriate Internal Revenue 
Service office, 

‘‘(B) shall monitor any action taken with 
respect to such matter, 

‘‘(C) shall inform such individual that it 
has accepted the individual’s information for 
further review, 

‘‘(D) may require such individual and any 
legal representative of such individual to not 
disclose any information so provided, 

‘‘(E) may ask for additional assistance 
from such individual or any legal representa-
tive of such individual, and 

‘‘(F) shall determine the amount to be 
awarded to such individual under subsection 
(b). 

‘‘(2) FUNDING FOR OFFICE.—From the 
amounts available for expenditure under sub-
section (a), the Whistleblower Office shall be 
credited with an amount equal to the awards 
made under subsection (b). These funds shall 
be used to maintain the Whistleblower Office 
and also to reimburse other Internal Rev-
enue Service offices for related costs, such as 
costs of investigation and collection. 

‘‘(3) REQUEST FOR ASSISTANCE.— 
‘‘(A) IN GENERAL.—Any assistance re-

quested under paragraph (1)(E) shall be under 
the direction and control of the Whistle-
blower Office or the office assigned to inves-
tigate the matter under subparagraph (A). 
To the extent the disclosure of any returns 
or return information to the individual or 
legal representative is required for the per-
formance of such assistance, such disclosure 
shall be pursuant to a contract entered into 
between the Secretary and the recipients of 
such disclosure subject to section 6103(n). 

‘‘(B) FUNDING OF ASSISTANCE.—From the 
funds made available to the Whistleblower 
Office under paragraph (2), the Whistle-
blower Office may reimburse the costs in-
curred by any legal representative in pro-
viding assistance described in subparagraph 
(A).’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to informa-
tion provided on or after the date of the en-
actment of this Act. 

On page 354, line 12, strike ‘‘May 8, 2003’’ 
and insert ‘‘the date of the enactment of the 
Jumpstart Our Business Strength (JOBS) 
Act’’. 

Beginning on page 355, line 17, strike all 
through page 357, line 24, and insert the fol-
lowing: 
SEC. 493. MODIFICATION OF EXEMPTION FROM 

TAX FOR SMALL PROPERTY AND 
CASUALTY INSURANCE COMPANIES. 

(a) PREMIUMS AS PERCENTAGE OF GROSS RE-
CEIPTS INCREASED.—Section 
501(c)(15)(A)(i)(II) is amended by striking ‘‘50 
percent’’ and inserting ‘‘60 percent’’. 

(b) LIMITATION ON NET WRITTEN PREMIUMS 
INCREASED.—Section 831(b)(2) (relating to 
companies to which this subsection applies) 
is amended— 

(1) by striking ‘‘$1,200,000’’ and inserting 
‘‘$1,890,000’’, and 

(2) by adding at the end the following new 
subparagraph: 

‘‘(C) INFLATION ADJUSTMENTS.— 
‘‘(i) IN GENERAL.—In the case of any tax-

able year beginning in a calendar year after 
2005, the dollar amount in subparagraph 
(A)(i) shall be increased by an amount equal 
to— 

‘‘(I) such dollar amount, multiplied by 
‘‘(II) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar 
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CONGRESSIONAL RECORD — SENATE S5157 May 10, 2004 
year in which the taxable year begins, by 
substituting ‘calendar year 2004’ for ‘cal-
endar year 1992’ in subparagraph (B) thereof. 

‘‘(ii) ROUNDING.—If the amount in subpara-
graph (A)(i) as increased under clause (i) is 
not a multiple of $10,000, such amount shall 
be rounded to the nearest multiple of 
$10,000.’’. 

(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to taxable years begin-
ning after December 31, 2004. 

(2) TRANSITION RULE FOR COMPANIES IN RE-
CEIVERSHIP OR LIQUIDATION.—In the case of a 
company or association which— 

(A) for the taxable year which includes 
April 1, 2004, meets the requirements of sec-
tion 501(c)(15)(A) of the Internal Revenue 
Code of 1986, as in effect for the last taxable 
year beginning before January 1, 2004, and 

(B) on April 1, 2004, is in a receivership, liq-
uidation, or similar proceeding under the su-
pervision of a State court, 

the amendments made by this section shall 
apply to taxable years beginning after the 
earlier of the date such proceeding ends (or, 
if later, December 31, 2004) or December 31, 
2007. 

Beginning on page 358, line 1, strike all 
through page 363, line 21, and insert the fol-
lowing: 
SEC. 494. TREATMENT OF CHARITABLE CON-

TRIBUTIONS OF PATENTS AND SIMI-
LAR PROPERTY. 

(a) IN GENERAL.—Section 170(e)(1)(B) (relat-
ing to certain contributions of ordinary in-
come and capital gain property) is amended 
by striking ‘‘or’’ at the end of clause (i), by 
adding ‘‘or’’ at the end of clause (ii), and by 
inserting after clause (ii) the following new 
clause: 

‘‘(iii) of any patent, copyright, trademark, 
trade name, trade secret, know-how, soft-
ware (other than software described in sec-
tion 197(e)(3)(A)(i)), or similar property, or 
applications or registrations of such prop-
erty,’’. 

(b) ADDITIONAL DEDUCTION FOR CERTAIN 
CONTRIBUTIONS OF PATENTS AND SIMILAR 
PROPERTY.—Section 170(e) is amended by 
adding at the end the following new para-
graph: 

‘‘(7) ADDITIONAL DEDUCTION FOR CERTAIN 
CONTRIBUTIONS OF PATENTS AND SIMILAR PROP-
ERTY.— 

‘‘(A) IN GENERAL.—In the case of a chari-
table contribution of any property described 
in paragraph (1)(B)(iii) (other than copy-
rights described in section 1221(a)(3) or 
1231(b)(1)(C) or property contributed to or for 
the use of an organization described in para-
graph (1)(B)(ii)), if— 

‘‘(i) the lesser of— 
‘‘(I) 5 percent of the fair market value of 

such property (determined at the time of 
such contribution), or 

‘‘(II) $1,000,000, exceeds 
‘‘(ii) the amount of such contribution as 

determined under paragraph (1), 

then the amount of the charitable contribu-
tion of such property otherwise taken into 
account under this section shall equal the 
amount determined under clause (i).’’. 

(c) CERTAIN DONEE INCOME FROM INTELLEC-
TUAL PROPERTY TREATED AS AN ADDITIONAL 
CHARITABLE CONTRIBUTION.—Section 170 is 
amended by redesignating subsection (m) as 
subsection (n) and by inserting after sub-
section (l) the following new subsection: 

‘‘(m) CERTAIN DONEE INCOME FROM INTEL-
LECTUAL PROPERTY TREATED AS AN ADDI-
TIONAL CHARITABLE CONTRIBUTION.— 

‘‘(1) TREATMENT AS ADDITIONAL CONTRIBU-
TION.—In the case of a taxpayer who makes a 
qualified intellectual property contribution, 
the deduction allowed under subsection (a) 

for each taxable year of the taxpayer ending 
on or after the date of such contribution 
shall be increased (subject to the limitations 
under subsection (b)) by the applicable per-
centage of qualified donee income with re-
spect to such contribution which is properly 
allocable to such year under this subsection. 

‘‘(2) QUALIFIED DONEE INCOME.—For pur-
poses of this subsection, the term ‘qualified 
donee income’ means any net income re-
ceived by or accrued to the donee which is 
properly allocable to the qualified intellec-
tual property. 

‘‘(3) ALLOCATION OF QUALIFIED DONEE IN-
COME TO TAXABLE YEARS OF DONOR.—For pur-
poses of this subsection, qualified donee in-
come shall be treated as properly allocable 
to a taxable year of the donor if such income 
is received by or accrued to the donee for the 
taxable year of the donee which ends within 
or with such taxable year of the donor. 

‘‘(4) 10-YEAR LIMITATION.—Income shall not 
be treated as properly allocable to qualified 
intellectual property for purposes of this 
subsection if such income is received by or 
accrued to the donee after the 10-year period 
beginning on the date of the contribution of 
such property. 

‘‘(5) BENEFIT LIMITED TO LIFE OF INTELLEC-
TUAL PROPERTY.—Income shall not be treated 
as properly allocable to qualified intellectual 
property for purposes of this subsection if 
such income is received by or accrued to the 
donee after the expiration of the legal life of 
such property. 

‘‘(6) APPLICABLE PERCENTAGE.—For pur-
poses of this subsection, the term ‘applicable 
percentage’ means the percentage deter-
mined under the following table which cor-
responds to a taxable year of the donor end-
ing on or after the date of the qualified intel-
lectual property contribution: 

‘‘Taxable Year of Donor 
Ending On or After 
Date of Contribution: 

Applicable Percentage: 

1st or 2d .......................................... 100
3rd ................................................... 90
4th ................................................... 80
5th ................................................... 70
6th ................................................... 60
7th ................................................... 50
8th ................................................... 40
9th ................................................... 30
10th ................................................. 20
11th or 12th ..................................... 10. 

‘‘(7) QUALIFIED INTELLECTUAL PROPERTY 
CONTRIBUTION.—For purposes of this sub-
section, the term ‘qualified intellectual 
property contribution’ means any charitable 
contribution of qualified intellectual prop-
erty— 

‘‘(A) the amount of which taken into ac-
count under this section— 

‘‘(i) is reduced by reason of subsection 
(e)(1), or 

‘‘(ii) determined under subsection (e)(7), 
and 

‘‘(B) with respect to which the donor in-
forms the donee at the time of such con-
tribution that the donor intends to treat 
such contribution as a qualified intellectual 
property contribution for purposes of this 
subsection and section 6050L. 

‘‘(8) QUALIFIED INTELLECTUAL PROPERTY.— 
For purposes of this subsection, the term 
‘qualified intellectual property’ means prop-
erty described in subsection (e)(1)(B)(iii) 
(other than copyrights described in section 
1221(a)(3) or 1231(b)(1)(C) or property contrib-
uted to or for the use of an organization de-
scribed in subsection (e)(1)(B)(ii)). 

‘‘(9) OTHER SPECIAL RULES.— 
‘‘(A) APPLICATION OF LIMITATIONS ON CHARI-

TABLE CONTRIBUTIONS.—Any increase under 
this subsection of the deduction provided 
under subparagraph (a) shall be treated for 
purposes of subsection (b) as a deduction 

which is attributable to a charitable con-
tribution to the donee to which such in-
crease relates. 

‘‘(B) NET INCOME DETERMINED BY DONEE.— 
The net income taken into account under 
paragraph (2) shall not exceed the amount of 
such income reported under section 
6050L(b)(1). 

‘‘(C) DEDUCTION LIMITED TO 12 TAXABLE 
YEARS.—Except as may be provided under 
subparagraph (D)(i), this subsection shall not 
apply with respect to any qualified intellec-
tual property contribution for any taxable 
year of the donor after the 12th taxable year 
of the donor which ends on or after the date 
of such contribution. 

‘‘(D) REGULATIONS.—The Secretary may 
issue regulations or other guidance to carry 
out the purposes of this subsection, includ-
ing regulations or guidance— 

‘‘(i) modifying the application of this sub-
section in the case of a donor or donee with 
a short taxable year, and 

‘‘(ii) providing for the determination of an 
amount to be treated as net income of the 
donee which is properly allocable to quali-
fied intellectual property in the case of a 
donee who uses such property to further a 
purpose or function constituting the basis of 
the donee’s exemption under section 501 (or, 
in the case of a governmental unit, any pur-
pose described in section 170(c)) and does not 
possess a right to receive any payment from 
a third party with respect to such prop-
erty.’’. 

(d) REPORTING REQUIREMENTS.—Section 
6050L (relating to returns relating to certain 
dispositions of donated property) is amended 
to read as follows: 
‘‘SEC. 6050L. RETURNS RELATING TO CERTAIN 

DONATED PROPERTY. 
‘‘(a) DISPOSITIONS OF DONATED PROPERTY.— 
‘‘(1) IN GENERAL.—If the donee of any chari-

table deduction property sells, exchanges, or 
otherwise disposes of such property within 2 
years after its receipt, the donee shall make 
a return (in accordance with forms and regu-
lations prescribed by the Secretary) show-
ing— 

‘‘(A) the name, address, and TIN of the 
donor, 

‘‘(B) a description of the property, 
‘‘(C) the date of the contribution, 
‘‘(D) the amount received on the disposi-

tion, and 
‘‘(E) the date of such disposition. 
‘‘(2) DEFINITIONS.—For purposes of this sub-

section— 
‘‘(A) CHARITABLE DEDUCTION PROPERTY.— 

The term ‘charitable deduction property’ 
means any property (other than publicly 
traded securities) contributed in a contribu-
tion for which a deduction was claimed 
under section 170 if the claimed value of such 
property (plus the claimed value of all simi-
lar items of property donated by the donor 
to 1 or more donees) exceeds $5,000. 

‘‘(B) PUBLICLY TRADED SECURITIES.—The 
term ‘publicly traded securities’ means secu-
rities for which (as of the date of the con-
tribution) market quotations are readily 
available on an established securities mar-
ket. 

‘‘(b) QUALIFIED INTELLECTUAL PROPERTY 
CONTRIBUTIONS.— 

‘‘(1) IN GENERAL.—Each donee with respect 
to a qualified intellectual property contribu-
tion shall make a return (at such time and in 
such form and manner as the Secretary may 
by regulations prescribe) with respect to 
each specified taxable year of the donee 
showing— 

‘‘(A) the name, address, and TIN of the 
donor, 

‘‘(B) a description of the qualified intellec-
tual property contributed, 

‘‘(C) the date of the contribution, and 
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CONGRESSIONAL RECORD — SENATES5158 May 10, 2004 
‘‘(D) the amount of net income of the 

donee for the taxable year which is properly 
allocable to the qualified intellectual prop-
erty (determined without regard to para-
graph (9)(B) of section 170(m) and with the 
modifications described in paragraphs (4) and 
(5) of such section). 

‘‘(2) DEFINITIONS.—For purposes of this sub-
section— 

‘‘(A) IN GENERAL.—Terms used in this sub-
section which are also used in section 170(m) 
have the respective meanings given such 
terms in such section. 

‘‘(B) SPECIFIED TAXABLE YEAR.—The term 
‘specified taxable year’ means, with respect 
to any qualified intellectual property con-
tribution, any taxable year of the donee any 
portion of which is part of the 10-year period 
beginning on the date of such contribution. 

‘‘(c) STATEMENT TO BE FURNISHED TO DO-
NORS.—Every person making a return under 
subsection (a) or (b) shall furnish a copy of 
such return to the donor at such time and in 
such manner as the Secretary may by regu-
lations prescribe.’’. 

(e) PROCESSING FEE.—Section 170, as 
amended by subsection (b), is amended by re-
designating subsection (n) as subsection (o) 
and by inserting after subsection (m) the fol-
lowing new subsection: 

‘‘(n) PROCESSING FEE.—In the case of a de-
duction allowed for any taxable year under 
this section with respect to a charitable con-
tribution of any property described in sub-
section (e)(1)(B)(iii) (other than copyrights 
described in section 1221(a)(3) or 1231(b)(1)(C) 
or property contributed to or for the use of 
an organization described in subsection 
(e)(1)(B)(ii)), the taxpayer shall include, with 
the taxpayer’s return of tax including such 
deduction, a fee equal to 1 percent of the 
amount of such deduction. Such fee shall be 
credited by the Secretary to the operations 
of the Exempt Organizations unit within the 
Internal Revenue Service.’’. 

(f) MODIFICATION OF SUBSTANTIAL VALU-
ATIONS MISSTATEMENT PENALTY FOR CHARI-
TABLE CONTRIBUTIONS OF PROPERTY.— 

(1) SUBSTANTIAL MISSTATEMENTS.—Section 
6662(e)(1)(A) (relating to substantial valu-
ation misstatements under chapter 1) is 
amended by inserting ‘‘(50 percent or more in 
the case of a charitable contribution of any 
property described in section 
170(e)(1)(B)(iii))’’ after ‘‘200 percent or more’’. 

(2) GROSS MISSTATEMENTS.—Section 
6662(h)(2)(A) (defining gross valuation 
misstatements) is amended by striking 
clause (ii) and inserting the following new 
clauses: 

‘‘(ii) ‘100 percent or more’ for ‘50 percent or 
more’, 

‘‘(iii) ‘25 percent or less’ for ‘50 percent or 
less’, and’’. 

(g) ANTI-ABUSE RULES.—The Secretary of 
the Treasury— 

(1) may prescribe such regulations or other 
guidance as may be necessary or appropriate 
to prevent the avoidance of the purposes of 
paragraphs (1)(B)(iii) and (7) of section 170(e) 
of the Internal Revenue Code of 1986 (as 
added by subsections (a) and (b)), including 
preventing— 

(A) the circumvention of the reduction of 
the charitable deduction by embedding or 
bundling the patent or similar property as 
part of a charitable contribution of property 
that includes the patent or similar property, 

(B) the manipulation of the basis of the 
property to increase the amount of the char-
itable deduction through the use of related 
persons, pass-thru entities, or other inter-
mediaries, or through the use of any provi-
sion of law or regulation (including the con-
solidated return regulations), and 

(C) a donor from changing the form of the 
patent or similar property to property of a 
form for which different deduction rules 
would apply, and 

(2) shall prescribe guidance on appraisal 
standards for contributions of property de-
scribed in section 170(e)(1)(B)(iii) of the In-
ternal Revenue Code of 1986 (as added by this 
section). 

(h) EFFECTIVE DATE.—The amendments 
made by this section shall apply to contribu-
tions made after the date of the enactment 
of this Act. 

Beginning on page 363, line 22, strike all 
through page 364, line 3. 

On page 420, strike lines 1 through 8, and 
insert the following: 

‘‘(A) IN GENERAL.—The term ‘motorsports 
entertainment complex’ means a racing 
track facility which— 

‘‘(i) is permanently situated on land, and 
‘‘(ii) during the 36-month period following 

the first day of the month in which the asset 
is placed in service, is scheduled to host 1 or 
more racing events for automobiles (of any 
type), trucks, or motorcycles which are open 
to the public for the price of admission. 

On page 421, at the end of line 9, add end 
quotation marks and a period. 

On page 421, strike lines 10 through 20. 
On page 421, line 24, strike ‘‘Act.’’ and in-

sert ‘‘Act and before January 1, 2008.’’. 
On page 425, line 19, strike ‘‘45E’’ and insert 

‘‘45D’’. 
On page 425, line 20, strike ‘‘45d’’ and insert 

‘‘45e’’. 
On page 438, in the matter following line 

22, strike ‘‘Native American new markets 
tax credit’’ and insert ‘‘New markets tax 
credit for Native American reservations’’. 

On page 440, line 1, strike ‘‘(f)’’ and insert 
‘‘(h)’’. 

On page 484, line 4, strike ‘‘45F’’ and insert 
‘‘45H’’. 

On page 488, line 2, strike ‘‘grade’’ and in-
sert ‘‘at grade’’. 

On page 488, line 5, strike ‘‘rail’’ and insert 
‘‘train’’. 

On page 502, line 19, strike ‘‘3(20)’’ and in-
sert ‘‘103(20)’’. 

On page 502, line 20, strike ‘‘1974’’ and in-
sert ‘‘1994’’. 

On page 504, between lines 6 and 7, insert 
the following: 
SEC. 639. CREDIT FOR INVESTMENT IN TECH-

NOLOGY TO MAKE MOTION PIC-
TURES MORE ACCESSIBLE TO THE 
DEAF AND HARD OF HEARING. 

(a) IN GENERAL.— 
(1) ALLOWANCE OF CREDIT.—Subpart D of 

part IV of subchapter A of chapter 1 (relating 
to business related credits), as amended by 
this Act, is amended by adding at the end 
the following new section: 
‘‘SEC. 45T. EXPENDITURES TO PROVIDE ACCESS 

TO MOTION PICTURES FOR THE 
DEAF AND HARD OF HEARING. 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible taxpayer, 
the motion picture accessibility credit for 
any taxable year shall be an amount equal to 
50 percent of the qualified expenditures made 
by the eligible taxpayer during the taxable 
year. 

‘‘(b) ELIGIBLE TAXPAYER.—For purposes of 
this section, the term ‘eligible taxpayer’ 
means a taxpayer who is in the business of— 

‘‘(1) showing motion pictures to the public 
in theaters, or 

‘‘(2) producing or distributing such motion 
pictures. 

‘‘(c) QUALIFIED EXPENDITURES.—For pur-
poses of this section, the term ‘qualified ex-
penditures’ means amounts paid or incurred 
by the taxpayer for the purpose of making 
motion pictures accessible to individuals 
who are deaf or hard of hearing through the 
use of captioning technology. 

‘‘(d) BASIS ADJUSTMENT.—For purposes of 
this subtitle, if a credit is allowed under this 
section with respect to any property, the 
basis of such property shall be reduced by 
the amount of the credit so allowed. 

‘‘(e) NO DOUBLE BENEFIT.—In the case of 
the credit determined under this section, no 
deduction or credit shall be allowed for such 
amount under any other provision of this 
chapter.’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Section 38(b) (relating to general busi-

ness credit), as amended by this Act, is 
amended by striking ‘‘plus’’ at the end of 
paragraph (30), by striking the period at the 
end of paragraph (31) and inserting ‘‘, plus’’, 
and by adding at the end the following new 
paragraph: 

‘‘(32) the motion picture accessibility cred-
it determined under section 45T(a).’’. 

(B) Subsection (a) of section 1016, as 
amended by this Act, is amended by striking 
‘‘and’’ at the end of paragraph (38), by strik-
ing the period at the end of paragraph (39) 
and inserting ‘‘, and’’, and by adding at the 
end the following new paragraph: 

‘‘(40) in the case of property with respect 
to which a credit was allowed under section 
45T, to the extent provided in section 
45T(d).’’. 

(b) LIMITATION ON CARRYBACK.—Section 
39(d) (relating to transition rules) is amend-
ed by adding at the end the following new 
paragraph: 

‘‘(16) NO CARRYBACK OF MOTION PICTURE AC-
CESSIBILITY CREDIT BEFORE EFFECTIVE DATE.— 
No portion of the unused business credit for 
any taxable year which is attributable to the 
motion picture accessibility credit deter-
mined under section 45T may be carried to a 
taxable year beginning before January 1, 
2004.’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this 
Act, is amended by inserting after the item 
relating to section 45S the following new 
item: 

‘‘Sec. 45T. Expenditures to provide access to 
motion pictures for the deaf 
and hard of hearing.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 

On page 504, line 14, insert ‘‘, as amended 
by this Act,’’ after ‘‘income)’’. 

On page 504, line 16, strike ‘‘(18)’’ and insert 
‘‘(19)’’. 

On page 522, line 17, strike ‘‘(18)’’ and insert 
‘‘(19)’’. 

On page 524, line 18, insert ‘‘or a claim 
made under section 1862(b)(3)(A) of the Social 
Security Act (42 U.S.C. 1395y(b)(3)(A))’’ after 
‘‘Code’’. 

On page 535, line 8, strike ‘‘December 31, 
2003’’ and insert ‘‘December 31, 2001’’. 

On page 557, between lines 9 and 10, insert 
the following: 
SEC. 660. REPEAL OF APPLICATION OF BELOW- 

MARKET LOAN RULES TO AMOUNTS 
PAID TO CERTAIN CONTINUING 
CARE FACILITIES. 

(a) IN GENERAL.—Section 7872(c)(1) (relat-
ing to below-market loans to which section 
applies) is amended— 

(1) by striking subparagraph (F), and 
(2) by striking ‘‘(C), or (F)’’ in subpara-

graph (E) and inserting ‘‘or (C)’’. 
(b) FULL EXCEPTION.—Section 7872(g) (re-

lating to exception for certain loans to quali-
fied continuing care facilities) is amended— 

(1) by striking ‘‘made by a lender to a 
qualified continuing care facility pursuant 
to a continuing care contract’’ in paragraph 
(1) and inserting ‘‘owed by a facility which 
on the last day of such year is a qualified 
continuing care facility, if such loan was 
made pursuant to a continuing care contract 
and’’, 

(2) by striking ‘‘increased personal care 
services or’’ in paragraph (3)(C), 

(3) by adding at the end of paragraph (3) 
the following new flush sentence: 
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‘‘The Secretary shall issue guidance which 
limits such term to contracts which provide 
to an individual or individual’s spouse only 
facilities, care, and services described in this 
paragraph which are customarily offered by 
continuing care facilities.’’, 

(4) by inserting ‘‘independent living unit’’ 
after ‘‘all of the’’ in paragraph (4)(A)(ii), 

(5) by striking paragraphs (2) and (5), 
(6) by redesignating paragraphs (3) and (4) 

as paragraphs (2) and (3), respectively, and 
(7) by striking ‘‘CERTAIN’’ in the heading 

thereof. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to calendar 
years beginning after 2004. 

On page 559, strike lines 6 through 17, and 
insert the following: 
SEC. 663. FREEZE OF PROVISIONS REGARDING 

SUSPENSION OF INTEREST WHERE 
SECRETARY FAILS TO CONTACT TAX-
PAYER. 

(a) IN GENERAL.—Section 6404(g) (relating 
to suspension of interest and certain pen-
alties where Secretary fails to contact tax-
payer) is amended by striking ‘‘1-year period 
(18-month period in the case of taxable years 
beginning before January 1, 2004)’’ both 
places it appears and inserting ‘‘18-month pe-
riod’’. 

(b) EXCEPTION FOR GROSS MISSTATEMENT.— 
Section 6404(g)(2) (relating to exceptions) is 
amended by striking ‘‘or’’ at the end of sub-
paragraph (C), by redesignating subpara-
graph (D) as subparagraph (E), and by insert-
ing after subparagraph (C) the following new 
subparagraph: 

‘‘(D) any interest, penalty, addition to tax, 
or additional amount with respect to any 
gross misstatement; or’’. 

(c) EXCEPTION FOR LISTED AND REPORTABLE 
TRANSACTIONS.—Section 6404(g)(2) (relating 
to exceptions), as amended by subsection (b), 
is amended by striking ‘‘or’’ at the end of 
subparagraph (D), by redesignating subpara-
graph (E) as subparagraph (F), and by insert-
ing after subparagraph (D) the following new 
subparagraph: 

‘‘(E) any interest, penalty, addition to tax, 
or additional amount with respect to any re-
portable transaction or listed transaction (as 
defined in 6707A(c)); or’’. 

(d) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to taxable years begin-
ning after December 31, 2003. 

(2) EXCEPTION FOR REPORTABLE OR LISTED 
TRANSACTIONS.—The amendments made by 
subsection (c) shall apply with respect to in-
terest accruing after May 5, 2004. 

Beginning on page 559, line 20, strike all 
through page 578, line 16, and insert the fol-
lowing: 
SEC. 671. TREATMENT OF NONQUALIFIED DE-

FERRED COMPENSATION PLANS. 
(a) IN GENERAL.—Subpart A of part I of 

subchapter D of chapter 1 is amended by add-
ing at the end the following new section: 
‘‘SEC. 409A. INCLUSION IN GROSS INCOME OF DE-

FERRED COMPENSATION UNDER 
NONQUALIFIED DEFERRED COM-
PENSATION PLANS. 

‘‘(a) RULES RELATING TO CONSTRUCTIVE RE-
CEIPT.— 

‘‘(1) IN GENERAL.— 
‘‘(A) GROSS INCOME INCLUSION.—If at any 

time during a taxable year a nonqualified de-
ferred compensation plan— 

‘‘(i) fails to meet the requirements of para-
graphs (2), (3), (4), and (5), or 

‘‘(ii) is not operated in accordance with 
such requirements, 

all compensation deferred under the plan for 
the taxable year and all preceding taxable 
years shall be includible in gross income for 
the taxable year to the extent not subject to 
a substantial risk of forfeiture and not pre-
viously included in gross income. 

‘‘(B) INTEREST AND ADDITIONAL TAX PAY-
ABLE WITH RESPECT TO PREVIOUSLY DEFERRED 
COMPENSATION.— 

‘‘(i) IN GENERAL.—If compensation is re-
quired to be included in gross income under 
subparagraph (A) for a taxable year, the tax 
imposed by this chapter for the taxable year 
of inclusion shall be increased by the sum 
of— 

‘‘(I) the amount of interest determined 
under clause (ii), and 

‘‘(II) an amount equal to 10 percent of the 
compensation which is required to be in-
cluded in gross income. 

‘‘(ii) INTEREST.—For purposes of clause (i), 
the interest determined under this clause for 
any taxable year is the amount of interest at 
the underpayment rate on the underpay-
ments that would have occurred had the de-
ferred compensation been includible in gross 
income for the taxable year in which first de-
ferred or, if later, the first taxable year in 
which such deferred compensation is not sub-
ject to a substantial risk of forfeiture. 

‘‘(2) DISTRIBUTIONS.— 
‘‘(A) IN GENERAL.—The requirements of 

this paragraph are met if the plan provides 
that compensation deferred under the plan 
may not be distributed earlier than— 

‘‘(i) except as provided in subparagraph 
(B)(i), separation from service (as deter-
mined by the Secretary), 

‘‘(ii) the date the participant becomes dis-
abled (within the meaning of subparagraph 
(C)), 

‘‘(iii) death, 
‘‘(iv) a specified time (or pursuant to a 

fixed schedule) specified under the plan as of 
the date of the deferral of such compensa-
tion, 

‘‘(v) to the extent provided by the Sec-
retary, a change in the ownership or effec-
tive control of the corporation, or in the 
ownership of a substantial portion of the as-
sets of the corporation, or 

‘‘(vi) the occurrence of an unforeseeable 
emergency. 

‘‘(B) SPECIAL RULES.— 
‘‘(i) SEPARATION FROM SERVICE OF SPECIFIED 

EMPLOYEES.—In the case of specified employ-
ees, the requirement of subparagraph (A)(i) 
is met only if distributions may not be made 
earlier than 6 months after the date of sepa-
ration from service. For purposes of the pre-
ceding sentence, a specified employee is a 
key employee (as defined in section 416(i)) of 
a corporation the stock in which is publicly 
traded on an established securities market 
or otherwise. 

‘‘(ii) CHANGES IN OWNERSHIP OR CONTROL.— 
In the case of a participant who is subject to 
the requirements of section 16(a) of the Secu-
rities Exchange Act of 1934, the requirement 
of subparagraph (A)(v) is met only if dis-
tributions may not be made earlier than 1 
year after the date of the change in owner-
ship or effective control. 

‘‘(iii) UNFORESEEABLE EMERGENCY.—For 
purposes of subparagraph (A)(vi)— 

‘‘(I) IN GENERAL.—The term ‘unforeseeable 
emergency’ means a severe financial hard-
ship to the participant or beneficiary result-
ing from a sudden and unexpected illness or 
accident of the participant or beneficiary, 
the participant’s or beneficiary’s spouse, or 
the participant’s or beneficiary’s dependent 
(as defined in section 152(a)), loss of the par-
ticipant’s or beneficiary’s property due to 
casualty, or other similar extraordinary and 
unforeseeable circumstances arising as a re-
sult of events beyond the control of the par-
ticipant or beneficiary. 

‘‘(II) LIMITATION ON DISTRIBUTIONS.—The 
requirement of subparagraph (A)(vi) is met 
only if, as determined under regulations of 
the Secretary, the amounts distributed with 
respect to an emergency do not exceed the 
amounts necessary to satisfy such emer-

gency plus amounts necessary to pay taxes 
reasonably anticipated as a result of the dis-
tribution, after taking into account the ex-
tent to which such hardship is or may be re-
lieved through reimbursement or compensa-
tion by insurance or otherwise or by liquida-
tion of the participant’s or beneficiary’s as-
sets (to the extent the liquidation of such as-
sets would not itself cause severe financial 
hardship). 

‘‘(C) DISABLED.—For purposes of subpara-
graph (A)(ii), a participant shall be consid-
ered disabled if the participant— 

‘‘(i) is unable to engage in any substantial 
gainful activity by reason of any medically 
determinable physical or mental impairment 
which can be expected to result in death or 
can be expected to last for a continuous pe-
riod of not less than 12 months, or 

‘‘(ii) is, by reason of any medically deter-
minable physical or mental impairment 
which can be expected to result in death or 
can be expected to last for a continuous pe-
riod of not less than 12 months, receiving in-
come replacement benefits for a period of 
not less than 3 months under an accident and 
health plan covering employees of the par-
ticipant’s employer. 

‘‘(3) INVESTMENT OPTIONS.—The require-
ments of this paragraph are met if the plan 
provides that the investment options a par-
ticipant may elect under the plan— 

‘‘(A) are comparable to the investment op-
tions which a participant may elect under 
the defined contribution plan of the em-
ployer which— 

‘‘(i) meets the requirement of section 401(a) 
and includes a trust exempt from taxation 
under section 501(a), and 

‘‘(ii) has the fewest investment options, or 
‘‘(B) if there is no such defined contribu-

tion plan, meet such requirements as the 
Secretary may prescribe (including require-
ments limiting such options to permissible 
investment options specified by the Sec-
retary). 

‘‘(4) ACCELERATION OF BENEFITS.—The re-
quirements of this paragraph are met if the 
plan does not permit the acceleration of the 
time or schedule of any payment under the 
plan, except as provided by the Secretary in 
regulations. 

‘‘(5) ELECTIONS.— 
‘‘(A) IN GENERAL.—The requirements of 

this paragraph are met if the requirements 
of subparagraphs (B) and (C) are met. 

‘‘(B) INITIAL DEFERRAL DECISION.—The re-
quirements of this subparagraph are met if 
the plan provides that compensation for 
services performed during a taxable year 
may be deferred at the participant’s election 
only if the election to defer such compensa-
tion is made during the preceding taxable 
year or at such other time as provided in 
regulations. In the case of the first year in 
which a participant becomes eligible to par-
ticipate in the plan, such election may be 
made with respect to services to be per-
formed subsequent to the election within 30 
days after the date the participant becomes 
eligible to participate in such plan. 

‘‘(C) CHANGES IN TIME AND FORM OF DIS-
TRIBUTION.—The requirements of this sub-
paragraph are met if, in the case of a plan 
which permits under a subsequent election a 
delay in a payment or a change in the form 
of payment— 

‘‘(i) the plan requires that such election 
may not take effect until at least 12 months 
after the date on which the election is made, 

‘‘(ii) in the case an election related to a 
payment not described in clause (ii), (iii), or 
(vi) of paragraph (2)(A), the plan requires 
that the first payment with respect to which 
such election is made be deferred for a period 
of not less than 5 years from the date such 
payment would otherwise have been made, 
and 
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‘‘(iii) the plan requires that any election 

related to a payment described in paragraph 
(2)(A)(iv) may not be made less than 12 
months prior to the date of the first sched-
uled payment under such paragraph. 

A plan shall be treated as failing to meet the 
requirements of this subparagraph if the 
plan permits more than 1 subsequent elec-
tion to delay any payment. 

‘‘(b) RULES RELATING TO FUNDING.— 
‘‘(1) OFFSHORE PROPERTY IN A TRUST.—In 

the case of assets set aside (directly or indi-
rectly) in a trust (or other arrangement de-
termined by the Secretary) for purposes of 
paying deferred compensation under a non-
qualified deferred compensation plan, such 
assets shall be treated for purposes of section 
83 as property transferred in connection with 
the performance of services whether or not 
such assets are available to satisfy claims of 
general creditors— 

‘‘(A) at the time set aside if such assets are 
located outside of the United States, or 

‘‘(B) at the time transferred if such assets 
are subsequently transferred outside of the 
United States. 

This paragraph shall not apply to assets lo-
cated in a foreign jurisdiction if substan-
tially all of the services to which the non-
qualified deferred compensation relates are 
performed in such jurisdiction. 

‘‘(2) EMPLOYER’S FINANCIAL HEALTH.—In the 
case of a nonqualified deferred compensation 
plan, there is a transfer of property within 
the meaning of section 83 as of the earlier 
of— 

‘‘(A) the date on which the plan first pro-
vides that assets will become restricted to 
the provision of benefits under the plan in 
connection with a change in the employer’s 
financial health, or 

‘‘(B) the date on which assets are so re-
stricted. 

‘‘(3) INCOME INCLUSION FOR OFFSHORE 
TRUSTS AND EMPLOYER’S FINANCIAL HEALTH.— 
For each taxable year that assets treated as 
transferred under this subsection remain set 
aside in a trust or other arrangement subject 
to paragraph (1) or (2), any increase in value 
in, or earnings with respect to, such assets 
shall be treated as an additional transfer of 
property under this subsection (to the extent 
not previously included in income). 

‘‘(4) INTEREST ON TAX LIABILITY PAYABLE 
WITH RESPECT TO TRANSFERRED PROPERTY.— 

‘‘(A) IN GENERAL.—If amounts are required 
to be included in gross income by reason of 
paragraph (1) or (2) for a taxable year, the 
tax imposed by this chapter for such taxable 
year shall be increased by the sum of— 

‘‘(i) the amount of interest determined 
under subparagraph (B), and 

‘‘(ii) an amount equal to 10 percent of the 
amounts required to be included in gross in-
come. 

‘‘(B) INTEREST.—For purposes of subpara-
graph (A), the interest determined under this 
subparagraph for any taxable year is the 
amount of interest at the underpayment rate 
on the underpayments that would have oc-
curred had the amounts so required to be in-
cluded in gross income by paragraph (1) or (2) 
been includible in gross income for the tax-
able year in which first deferred or, if later, 
the first taxable year in which such amounts 
are not subject to a substantial risk of for-
feiture. 

‘‘(c) NO INFERENCE ON EARLIER INCOME IN-
CLUSION.—Nothing in this section shall be 
construed to prevent the inclusion of 
amounts in gross income under any other 
provision of this chapter or any other rule of 
law earlier than the time provided in this 
section. Any amount included in gross in-
come under this section shall not be required 
to be included in gross income under any 
other provision of this chapter or any other 

rule of law later than the time provided in 
this section. 

‘‘(d) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) NONQUALIFIED DEFERRED COMPENSATION 
PLAN.—The term ‘nonqualified deferred com-
pensation plan’ means any plan that pro-
vides for the deferral of compensation, other 
than— 

‘‘(A) a qualified employer plan, and 
‘‘(B) any bona fide vacation leave, sick 

leave, compensatory time, disability pay, or 
death benefit plan. 

‘‘(2) QUALIFIED EMPLOYER PLAN.—The term 
‘qualified employer plan’ means— 

‘‘(A) any plan, contract, pension, account, 
or trust described in subparagraph (A) or (B) 
of section 219(g)(5), and 

‘‘(B) any eligible deferred compensation 
plan (within the meaning of section 457(b)) of 
an employer described in section 457(e)(1)(A). 

‘‘(3) PLAN INCLUDES ARRANGEMENTS, ETC.— 
The term ‘plan’ includes any agreement or 
arrangement, including an agreement or ar-
rangement that includes one person. 

‘‘(4) SUBSTANTIAL RISK OF FORFEITURE.— 
The rights of a person to compensation are 
subject to a substantial risk of forfeiture if 
such person’s rights to such compensation 
are conditioned upon the future performance 
of substantial services by any individual. 

‘‘(5) TREATMENT OF EARNINGS.—References 
to deferred compensation shall be treated as 
including references to income (whether ac-
tual or notional) attributable to such com-
pensation or such income. 

‘‘(6) EXCEPTION FOR NONELECTIVE DEFERRED 
COMPENSATION.—This section shall not apply 
to any nonelective deferred compensation to 
which section 457 does not apply by reason of 
section 457(e)(12), but only if such compensa-
tion is provided under a nonqualified de-
ferred compensation plan which was in exist-
ence on May 1, 2004, and which was providing 
nonelective deferred compensation described 
in section 457(e)(12) on such date. If, after 
May 1, 2004, a plan described in the preceding 
sentence adopts a plan amemdment which 
provides a material change in the classes of 
individuals eligible to participate in the 
plan, this paragraph shall not apply to any 
nonelective deferred compensation provided 
under the plan on or after the date of the 
adoption of the amendment. 

‘‘(e) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section, including regulations— 

‘‘(1) providing for the determination of 
amounts of deferral in the case of a non-
qualified deferred compensation plan which 
is a defined benefit plan, 

‘‘(2) relating to changes in the ownership 
and control of a corporation or assets of a 
corporation for purposes of subsection 
(a)(2)(A)(v), 

‘‘(3) exempting arrangements from the ap-
plication of subsection (b) if such arrange-
ments will not result in an improper deferral 
of United States tax and will not result in 
assets being effectively beyond the reach of 
creditors, 

‘‘(4) defining financial health for purposes 
of subsection (b)(2), and 

‘‘(5) disregarding a substantial risk of for-
feiture in cases where necessary to carry out 
the purposes of this section.’’. 

(b) APPLICATION OF GOLDEN PARACHUTE 
PAYMENT PROVISIONS.—Section 280G of such 
Code (relating to golden parachute pay-
ments) is amended by redesignating sub-
section (e) as subsection (f) and by inserting 
after subsection (d) the following new sub-
section: 

‘‘(e) SPECIAL RULES FOR CERTAIN PAYMENTS 
FROM NONQUALIFIED DEFERRED COMPENSA-
TION PLANS.— 

‘‘(1) IN GENERAL.—Notwithstanding any 
other provision of this section, an applicable 
payment shall be treated as an excess para-
chute payment for purposes of this section 
and section 4999. 

‘‘(2) COORDINATION WITH OTHER PAYMENTS.— 
‘‘(A) APPLICABLE PAYMENTS WHICH ARE 

PARACHUTE PAYMENTS.—If any applicable 
payment is a parachute payment (deter-
mined without regard to subsection 
(b)(2)(A)(ii))— 

‘‘(i) except as provided in paragraph (4), 
this section shall be applied to such payment 
in the same manner as if this subsection had 
not been enacted, and 

‘‘(ii) if such application results in an excess 
parachute payment, any tax under section 
4999 on the excess parachute payment shall 
be in addition to the tax imposed by reason 
of paragraph (1). 

‘‘(B) APPLICABLE PAYMENTS WHICH ARE NOT 
PARACHUTE PAYMENTS.—An applicable pay-
ment not described in subparagraph (A) shall 
be taken into account in determining wheth-
er any payment described in subparagraph 
(A) or any payment which is not an applica-
ble payment is a parachute payment under 
subsection (b)(2). 

‘‘(3) APPLICABLE PAYMENT.—For purposes of 
this subsection, the term ‘applicable pay-
ment’ means any distribution (including any 
distribution treated as a parachute payment 
without regard to this subsection) from a 
nonqualified deferred compensation plan (as 
defined in section 409A(d)) which is made— 

‘‘(A) to a participant who is subject to the 
requirements of section 16(a) of the Securi-
ties Exchange Act of 1934, and 

‘‘(B) during the 1-year period following a 
change in the ownership or effective control 
of the corporation or in the ownership of a 
substantial portion of the assets of the cor-
poration. 

Such terms shall not include any distribu-
tion by reason of the death of the participant 
or the participant becoming disabled (within 
the meaning of section 409A(a)(2)(C)). 

‘‘(4) NO DOUBLE COUNTING.—Under regula-
tions, proper adjustments shall be made in 
the application of this subsection to prevent 
a deduction from being disallowed more than 
once.’’. 

(c) W–2 FORMS.— 
(1) IN GENERAL.—Subsection (a) of section 

6051 (relating to receipts for employees) is 
amended by striking ‘‘and’’ at the end of 
paragraph (11), by striking the period at the 
end of paragraph (12) and inserting ‘‘, and’’, 
and by inserting after paragraph (12) the fol-
lowing new paragraph: 

‘‘(13) the total amount of deferrals under a 
nonqualified deferred compensation plan 
(within the meaning of section 409A(d)).’’. 

(2) THRESHOLD.—Subsection (a) of section 
6051 is amended by adding at the end the fol-
lowing: ‘‘In the case of the amounts required 
to be shown by paragraph (13), the Secretary 
may (by regulation) establish a minimum 
amount of deferrals below which paragraph 
(13) does not apply.’’. 

(d) CONFORMING AND CLERICAL AMEND-
MENTS.— 

(1) Section 414(b) is amended by inserting 
‘‘409A,’’ after ‘‘408(p),’’. 

(2) Section 414(c) is amended by inserting 
‘‘409A,’’ after ‘‘408(p),’’. 

(3) The table of sections for such subpart A 
is amended by adding at the end the fol-
lowing new item: 

‘‘Sec. 409A. Inclusion in gross income of de-
ferred compensation under non-
qualified deferred compensation 
plans.’’. 

(e) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to amounts deferred 
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in taxable years beginning after December 
31, 2004. 

(2) EARNINGS ATTRIBUTABLE TO AMOUNT PRE-
VIOUSLY DEFERRED.—The amendments made 
by this section shall apply to earnings on de-
ferred compensation only to the extent that 
such amendments apply to such compensa-
tion. 

(f) GUIDANCE RELATING TO CHANGE OF OWN-
ERSHIP OR CONTROL.—Not later than 90 days 
after the date of the enactment of this Act, 
the Secretary of the Treasury shall issue 
guidance on what constitutes a change in 
ownership or effective control for purposes of 
section 409A of the Internal Revenue Code of 
1986, as added by this section. 

(g) GUIDANCE RELATING TO TERMINATION OF 
CERTAIN EXISTING ARRANGEMENTS.—Not later 
than 90 days after the date of the enactment 
of this Act, the Secretary of the Treasury 
shall issue guidance providing a limited pe-
riod during which an individual partici-
pating in a nonqualified deferred compensa-
tion plan adopted on or before December 31, 
2004, may, without violating the require-
ments of paragraphs (2), (3), (4), and (5) of 
section 409A(a) of the Internal Revenue Code 
of 1986 (as added by this section), terminate 
participation or cancel an outstanding defer-
ral election with regard to amounts earned 
after December 31, 2004, if such amounts are 
includible in income as earned. 
SEC. 672. PROHIBITION ON DEFERRAL OF GAIN 

FROM THE EXERCISE OF STOCK OP-
TIONS AND RESTRICTED STOCK 
GAINS THROUGH DEFERRED COM-
PENSATION ARRANGEMENTS. 

(a) IN GENERAL.—Section 83 (relating to 
property transferred in connection with per-
formance of services) is amending by adding 
at the end the following new subsection: 

‘‘(i) PROHIBITION ON ADDITIONAL DEFERRAL 
THROUGH DEFERRED COMPENSATION ARRANGE-
MENTS.—If a taxpayer exchanges— 

‘‘(1) an option to purchase employer securi-
ties— 

‘‘(A) to which subsection (a) applies, or 
‘‘(B) which is described in subsection (e)(3), 

or 
‘‘(2) employer securities or any other prop-

erty based on employer securities trans-
ferred to the taxpayer, 
for a right to receive future payments, then, 
notwithstanding any other provision of this 
title, there shall be included in gross income 
for the taxable year of the exchange an 
amount equal to the present value of such 
right (or such other amount as the Secretary 
may by regulations specify). For purposes of 
this subsection, the term ‘employer securi-
ties’ includes any security issued by the em-
ployer.’’. 

(b) CONTROLLED GROUP RULES.—Section 
414(t)(2) is amended by inserting ‘‘83(i),’’ 
after ‘‘79,’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to any ex-
change after December 31, 2004. 

On page 581, strike lines 1 through 20, and 
insert the following: 
SEC. 675. APPLICATION OF BASIS RULES TO EM-

PLOYER AND EMPLOYEE CONTRIBU-
TIONS ON BEHALF OF NONRESIDENT 
ALIENS. 

(a) IN GENERAL.—Section 72 (relating to an-
nuities and certain proceeds of endowment 
and life insurance contracts) is amended by 
redesignating subsection (w) as subsection 
(x) and by inserting after subsection (v) the 
following new subsection: 

‘‘(w) APPLICATION OF BASIS RULES TO EM-
PLOYER AND EMPLOYEE CONTRIBUTIONS MADE 
ON BEHALF OF NONRESIDENT ALIENS.— 

‘‘(1) IN GENERAL.—Notwithstanding any 
other provision of this section, for purposes 
of determining the portion of any distribu-
tion which is includible in gross income of a 
distributee who is a citizen or resident of the 

United States, the investment in the con-
tract shall not include any applicable non-
taxable contributions. 

‘‘(2) APPLICABLE NONTAXABLE CONTRIBU-
TION.—For purposes of this subsection, the 
term ‘applicable nontaxable contribution’ 
means any employer or employee contribu-
tion— 

‘‘(A) which was made with respect to com-
pensation for labor or personal services by 
an employee who, at the time the services 
were performed, was a nonresident alien for 
purposes of the laws of the United States in 
effect at such time, but only if such com-
pensation is treated as from sources without 
the United States, and 

‘‘(B) which was not subject to income tax 
under the laws of the United States or any 
foreign country. 

‘‘(3) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary to carry out the provisions of this 
subsection, including regulations treating 
contributions as not subject to tax under the 
laws of any foreign country where appro-
priate to carry out the purposes of this sub-
section.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to distribu-
tions on or after the date of the enactment 
of this Act. 

On page 596, strike lines 8 through 10, and 
insert the following: 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on the 
date of the enactment of this Act. 

On page 596, line 22, strike ‘‘Section 904(h)’’ 
and insert ‘‘Section 904(i), as redesignated by 
this Act,’’. 

Beginning on page 598, line 17, strike all 
through 601, line 7, and insert the following: 

(a) AMENDMENTS OF ERISA.— 
(1) Section 101(e)(3) of the Employee Re-

tirement Income Security Act of 1974 (29 
U.S.C. 1021(e)(3)) is amended by striking 
‘‘Pension Funding Equity Act of 2004’’ and 
inserting ‘‘Jumpstart Our Business Strength 
(JOBS) Act’’. 

(2) Section 403(c)(1) of such Act (29 U.S.C. 
1103(c)(1)) is amended by striking ‘‘Pension 
Funding Equity Act of 2004’’ and inserting 
‘‘Jumpstart Our Business Strength (JOBS) 
Act’’. 

(3) Paragraph (13) of section 408(b) of such 
Act (29 U.S.C. 1108(b)(3)) is amended by strik-
ing ‘‘Pension Funding Equity Act of 2004’’ 
and inserting ‘‘Jumpstart Our Business 
Strength (JOBS) Act’’. 

(b) MINIMUM COST REQUIREMENTS.— 
(1) IN GENERAL.—Section 420(c)(3)(E) is 

amended by adding at the end the following 
new clause: 

‘‘(ii) INSIGNIFICANT COST REDUCTIONS PER-
MITTED.— 

‘‘(I) IN GENERAL.—An eligible employer 
shall not be treated as failing to meet the re-
quirements of this paragraph for any taxable 
year if, in lieu of any reduction of retiree 
health coverage permitted under the regula-
tions prescribed under clause (i), the em-
ployer reduces applicable employer cost by 
an amount not in excess of the reduction in 
costs which would have occurred if the em-
ployer had made the maximum permissible 
reduction in retiree health coverage under 
such regulations. In applying such regula-
tions to any subsequent taxable year, any re-
duction in applicable employer cost under 
this clause shall be treated as if it were an 
equivalent reduction in retiree health cov-
erage. 

‘‘(II) ELIGIBLE EMPLOYER.—For purposes of 
subclause (I), an employer shall be treated as 
an eligible employer for any taxable year if, 
for the preceding taxable year, the qualified 
current retiree health liabilities of the em-
ployer were at least 5 percent of the gross re-
ceipts of the employer. For purposes of this 

subclause, the rules of paragraphs (2), (3)(B), 
and (3)(C) of section 448(c) shall apply in de-
termining the amount of an employer’s gross 
receipts.’’. 

(2) CONFORMING AMENDMENT.—Section 
420(c)(3)(E) is amended by striking ‘‘The Sec-
retary’’ and inserting: 

‘‘(i) IN GENERAL.—The Secretary’’. 
(3) EFFECTIVE DATE.—The amendments 

made by this subsection shall apply to tax-
able years ending after the date of the enact-
ment of this Act. 

On page 606, line 18, insert ‘‘, as amended 
by section 882(c) of this Act,’’ after ‘‘pen-
alties)’’. 

On page 606, line 21, strike ‘‘6717’’ and in-
sert ‘‘6720a’’. 

On page 607, line 18, insert ‘‘, as amended 
by section 882(c) of this Act,’’ after ‘‘chapter 
68’’. 

On page 607, in the matter after line 20, 
strike ‘‘6717’’ and insert ‘‘6720A’’. 

On page 608, line 4, insert ‘‘, as amended by 
this Act,’’ after ‘‘vaccine)’’. 

On page 608, line 6, strike ‘‘(M)’’ and insert 
‘‘(N)’’. 

On page 608, strike lines 8 through 11. 
On page 612, line 10, strike the end 

quotation marks and second period. 
On page 624, line 7, strike ‘‘or’’. 
On page 624, line 11, strike the period and 

insert ‘‘, or’’. 
On page 624, between lines 11 and 12, insert 

the following: 
‘‘(VI) the Tennessee Valley Authority. 
On page 624, lines 13 and 14, strike ‘‘A per-

son described in subparagraph (A)(ii)’’ and 
insert ‘‘A person described in subclause (I), 
(II), (III), (IV), or (V) of subparagraph 
(A)(ii)’’. 

On page 625, between lines 21 and 22, insert 
the following: 

‘‘(D) USE BY TVA.— 
‘‘(i) IN GENERAL.—Notwithstanding any 

other provision of law, in the case of a per-
son described in subparagraph (A)(ii)(VI), 
any credit to which subparagraph (A)(i) ap-
plies may be applied as a credit against the 
payments required to be made in any fiscal 
year under section 15d(e) of the Tennessee 
Valley Authority Act of 1933 (16 U.S.C. 831n– 
4(e)) as an annual return on the appropria-
tions investment and an annual repayment 
sum. 

‘‘(ii) TREATMENT OF CREDITS.—The aggre-
gate amount of credits described in subpara-
graph (A)(i) with respect to such person shall 
be treated in the same manner and to the 
same extent as if such credits were a pay-
ment in cash and shall be applied first 
against the annual return on the appropria-
tions investment. 

‘‘(iii) CREDIT CARRYOVER.—With respect to 
any fiscal year, if the aggregate amount of 
credits described subparagraph (A)(i) with 
respect to such person exceeds the aggregate 
amount of payment obligations described in 
clause (i), the excess amount shall remain 
available for application as credits against 
the amounts of such payment obligations in 
succeeding fiscal years in the same manner 
as described in this subparagraph. 

On page 625, line 22, strike ‘‘(D)’’ and insert 
‘‘(E)’’. 

On page 626, line 3, strike ‘‘(E)’’ and insert 
‘‘(F)’’. 

On page 626, line 8, strike ‘‘(g)’’ and insert 
‘‘(f)’’. 

On page 627, line 14, insert ‘‘, as amended 
by this Act,’’ after ‘‘etc.)’’. 

On page 627, line 16, strike ‘‘30B’’ and insert 
‘‘30C’’. 

On page 652, strike lines 2 through 17, and 
insert the following: 

(1) Section 1016(a) is amended by striking 
‘‘and’’ at the end of paragraph (31), by strik-
ing the period at the end of paragraph (32) 
and inserting ‘‘, and’’, and by adding at the 
end the following new paragraph: 
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‘‘(33) to the extent provided in section 

30C(f)(4).’’. 
(2) Section 55(c)(2), as amended by this Act, 

is amended by inserting ‘‘30C(e),’’ after 
‘‘30(b)(2),’’. 

(3) Section 6501(m) is amended by inserting 
‘‘30C(f)(9),’’ after ‘‘30(d)(4),’’. 

(4) The table of sections for subpart B of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 30B the 
following new item: 

‘‘Sec. 30C. Alternative motor vehicle 
credit.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by 

On page 658, line 3, strike ‘‘30C’’ and insert 
‘‘30D’’. 

On page 659, line 21, strike ‘‘30B’’ and insert 
‘‘30C’’. 

Beginning on page 662, line 21, strike all 
through page 663, line 9, and insert the fol-
lowing: 

(1) Section 1016(a), as amended by this Act, 
is amended by striking ‘‘and’’ at the end of 
paragraph (32), by striking the period at the 
end of paragraph (33) and inserting ‘‘, and’’, 
and by adding at the end the following new 
paragraph: 

‘‘(34) to the extent provided in section 
30D(f).’’. 

(2) Section 55(c)(2), as amended by this Act, 
is amended by inserting ‘‘30D(e),’’ after 
‘‘30C(e),’’. 

(3) The table of sections for subpart B of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 30C the 
following new item: 

‘‘Sec. 30D. Clean-fuel vehicle refueling 
property credit.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by 

On page 665, line 7, strike ‘‘section 
30B(d)(4)’’ and insert ‘‘section 30C(d)(4)’’. 

On page 670, line 12, insert ‘‘, as amended 
by this Act,’’ after the end parenthetical. 

On page 670, line 14, strike ‘‘(k)’’ and insert 
‘‘(l)’’. 

On page 702, line 3, strike ‘‘Section 904(h)’’ 
and insert ‘‘Section 904(i), as redesignated 
and amended by this Act,’’. 

On page 702, strike lines 8 through 15, and 
insert the following: 

(1) Section 1016(a), as amended by this Act, 
is amended by striking ‘‘and’’ at the end of 
paragraph (33), by striking the period at the 
end of paragraph (34) and inserting ‘‘, and’’, 
and by adding at the end the following new 
paragraph: 

‘‘(35) to the extent provided in section 
25C(f), in the case of amounts with respect to 
which a credit has been allowed under sec-
tion 25C.’’. 

On page 715, line 22, strike ‘‘(30)’’ and insert 
‘‘(34)’’. 

On page 715, line 23, strike ‘‘(31)’’ and insert 
‘‘(35)’’. 

On page 716, line 1, strike ‘‘(32)’’ and insert 
‘‘(36)’’. 

On page 716, strike lines 9 through 15, and 
insert the following: 

(4) Section 263(a)(1), as amended by this 
Act, is amended by striking ‘‘or’’ at the end 
of subparagraph (H), by striking the period 
at the end of subparagraph (I) and inserting 
‘‘, or’’, and by inserting after subparagraph 
(I) the following new subparagraph: 

‘‘(J) expenditures for which a deduction is 
allowed under section 179B.’’. 

On page 717, line 13, insert ‘‘, as amended 
by this Act,’’ after ‘‘rules)’’. 

On page 717, line 15, strike ‘‘(15)’’ and insert 
‘‘(16)’’. 

On page 719, line 7, strike ‘‘(16)’’ and insert 
‘‘(17)’’. 

On page 734, lines 16 and 17, strike ‘‘Section 
904(h), as amended by this Act,’’ and insert 

‘‘Section 904(i), as redesignated and amended 
by this Act,’’. 

On page 734, line 25, strike ‘‘(31)’’ and insert 
‘‘(35)’’. 

On page 735, line 1, strike ‘‘(32)’’ and insert 
‘‘(36)’’. 

On page 735, line 3, strike ‘‘(33)’’ and insert 
‘‘(37)’’. 

Beginning on page 747, line 23, strike all 
through page 748, line 5, and insert the fol-
lowing: 

(a) ALLOWANCE OF QUALIFYING ADVANCED 
CLEAN COAL TECHNOLOGY UNIT CREDIT.—Sec-
tion 46 (relating to amount of credit), as 
amended by this Act, is amended by striking 
‘‘and’’ at the end of paragraph (1), by strik-
ing the period at the end of paragraph (2) and 
inserting ‘‘, and’’, and by adding at the end 
the following new paragraph: 

‘‘(3) the qualifying advanced clean coal 
technology unit credit.’’. 

On page 780, strike lines 16 through 21, and 
insert the following: 

(a) IN GENERAL.—Section 168(e)(3)(C) (defin-
ing 7-year property), as amended by this Act, 
is amended by striking ‘‘and’’ at the end of 
clause (ii), by redesignating clause (iii) as 
clause (iv), and by inserting after clause (ii) 
the following new clause: 

‘‘(iii) any natural gas gathering line, and’’. 
On page 781, line 3, strike ‘‘(17)’’ and insert 

‘‘(18)’’. 
On page 782, in the matter following line 2, 

strike ‘‘(C)(ii)’’ and insert ‘‘(C)(iii)’’. 
On page 783, line 22, strike the end 

quotation marks and second period. 
On page 784, line 4, strike ‘‘(H)’’ and insert 

‘‘(I)’’. 
On page 784, line 5, strike ‘‘(I)’’ and insert 

‘‘(J)’’. 
On page 784, line 7, strike ‘‘(J)’’ and insert 

‘‘(K)’’. 
On page 784, line 17, strike ‘‘(32)’’ and insert 

‘‘(36)’’. 
On page 784, line 18, strike ‘‘(33)’’ and insert 

‘‘(37)’’. 
On page 784, line 20, strike ‘‘(34)’’ and insert 

‘‘(38)’’. 
On page 785, line 1, strike ‘‘(5)’’ and insert 

‘‘(6)’’. 
On page 793, line 15, strike ‘‘(33)’’ and insert 

‘‘(37)’’. 
On page 793, line 16, strike ‘‘(34)’’ and insert 

‘‘(38)’’. 
On page 793, line 19, strike ‘‘(35)’’ and insert 

‘‘(39)’’. 
On page 795, line 5, insert ‘‘, as amended by 

this Act,’’ after ‘‘production)’’. 
On page 805, line 3, strike the semicolon 

and insert a colon. 
On page 805, line 8, insert ‘‘of subsection 

(f)’’ before ‘‘owned’’. 
On page 805, line 11, strike the end 

quotation marks and second period. 
On page 807, line 2, insert ‘‘, as amended by 

this Act,’’ after ‘‘38(b)’’. 
On page 808, strike lines 8 through 12, and 

insert the following: 
(G) Subsection (a) of section 772, as amend-

ed by this Act, is amended by striking para-
graph (10) and by redesignating paragraphs 
(11) and (12) as paragraphs (10) and (11), re-
spectively. 

On page 810, strike lines 12 through 18, and 
insert the following: 

(a) IN GENERAL.—Section 168(e)(3)(E) (de-
fining 15-year property), as amended by this 
Act, is amended by striking ‘‘and’’ at the end 
of clause (iii), by striking the period at the 
end of clause (iv) and by inserting ‘‘, and’’, 
and by adding at the end the following new 
clause: 

‘‘(v) any natural gas distribution line.’’. 
On page 810, in the matter after line 23, 

strike ‘‘(E)(iv)’’ and insert ‘‘(E)(v)’’. 
On page 814, line 5, strike ‘‘(18)’’ and insert 

‘‘(19)’’. 
On page 818, strike lines 19 through 25, and 

insert the following: 

(a) IN GENERAL.—Section 168(e)(3)(C) (defin-
ing 7-year property), as amended by this Act, 
is amended by striking ‘‘and’’ at the end of 
clause (iii), by redesignating clause (iv) as 
clause (v), and by inserting after clause (iii) 
the following new clause: 

‘‘(iv) any Alaska natural gas pipeline, 
and’’. 

On page 819, line 5, strike ‘‘(18)’’ and insert 
‘‘(19)’’. 

On page 820, line 2, strike ‘‘(C)(ii)’’ and in-
sert ‘‘(C)(iii)’’. 

On page 820, in the matter following line 2, 
strike ‘‘(C)(iii)’’ and insert ‘‘(C)(iv)’’. 

On page 820, line 3, strike the beginning 
quotation marks. 

On page 840, line 14, insert ‘‘, as amended 
by this Act,’’ after ‘‘modifications)’’. 

On page 840, line 17, strike ‘‘(18)’’ and insert 
‘‘(20)’’. 

On page 849, line 20, strike ‘‘5211 and 5242’’ 
and insert ‘‘871 and 880’’. 

On page 855, lines 1 and 2, strike ‘‘, as 
amended by section 5101 of this Act,’’. 

On page 862, line 3, insert ‘‘, as amended by 
this Act,’’ after ‘‘credit)’’. 

On page 862, strike lines 10 through 19, and 
insert the following: 

(1)(A) Section 87, as amended by this Act, 
is amended— 

(i) by striking ‘‘and’’ at the end of para-
graph (1), 

(ii) by striking the period at the end of 
paragraph (2) and inserting ‘‘, and’’, 

(iii) by adding at the end the following new 
paragraph: 

‘‘(3) the biodiesel fuels credit determined 
with respect to the taxpayer for the taxable 
year under section 40B(a).’’, and 

(iv) by striking ‘‘FUEL CREDIT’’ in the 
heading and inserting ‘‘AND BIODIESEL 
FUELS CREDITS’’. 

Beginning on page 862, line 24, strike all 
through page 863, line 5, and insert the fol-
lowing: 

(2) Section 196(c), as amended by this Act, 
is amended by striking ‘‘and’’ at the end of 
paragraph (11), by striking the period at the 
end of paragraph (12) and inserting ‘‘, and’’, 
and by adding at the end the following new 
paragraph: 

‘‘(13) the biodiesel fuels credit determined 
under section 40B(a).’’. 

On page 872, strike lines 1 through 8, and 
insert the following: 

(M) Subparagraph (B) of section 6724(d)(1), 
as amended by this Act, is amended by strik-
ing clause (xvi) and by redesignating clauses 
(xvii), (xviii), and (xix) as clauses (xvi), 
(xvii), and (xviii), respectively. 

(N) Paragraph (2) of section 6724(d), as 
amended by this Act, is amended by striking 
subparagraph (X) and by redesignating sub-
paragraphs (Y), (Z), (AA), (BB), and (CC) as 
subparagraphs (X), (Y), (Z), (AA), and (BB), 
respectively. 

On page 878, line 8, strike ‘‘PENALTY—’’ and 
insert ‘‘PENALTY.—’’. 

On page 883, line 7, strike ‘‘section 5211 of’’. 
On page 883, lines 17 and 18, strike ‘‘section 

5211 of’’. 
On page 884, lines 6 and 7, strike ‘‘section 

5221 of’’. 
On page 885, lines 8 and 9, strike ‘‘section 

5211 of’’. 
On page 885, lines 21 and 22, strike ‘‘section 

5221 of’’. 
On page 886, line 18, strike ‘‘section 5232 

of’’. 
On page 888, line 10, strike ‘‘section 5232 

of’’. 
On page 889, line 13, strike ‘‘section 5241 

of’’. 
On page 890, line 11, strike ‘‘section 5241 

of’’. 
On page 890, line 16, strike the second pe-

riod. 
On page 890, line 18, strike ‘‘section 5242 

of’’. 
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On page 890, line 22, strike the second pe-

riod. 
On page 891, line 22, strike ‘‘section 5242 

of’’. 
On page 892, line 17, strike ‘‘section 5242 

of’’. 
On page 895, lines 18 and 19, strike ‘‘section 

5245 of’’. 
On page 898, lines 20 and 21, strike ‘‘section 

5102 of’’. 
On page 902, lines 24 and 25, strike ‘‘section 

5152 of’’. 
On page 903, line 10, strike ‘‘section 5251 

of’’. 
On page 904, line 15, strike ‘‘section 5251 

of’’. 
On page 906, lines 12 and 13, strike ‘‘, as 

amended by section 5001 of this Act,’’. 
On page 907, lines 12 and 13, strike ‘‘, as 

amended by section 5001 of this Act,’’. 
On page 909, line 19, strike ‘‘section 5211 

of’’. 
On page 910, lines 20 and 21, strike ‘‘section 

5211 of’’. 
On page 912, lines 9 and 10, strike ‘‘section 

5243 of’’. 
On page 912, lines 12 through 14, strike ‘‘as 

added by section 5242 of this Act and redesig-
nated by section 5243 of this Act’’ and insert 
‘‘as added and redesignated by this Act’’. 

On page 912, lines 20 and 21, strike ‘‘section 
5241 of’’. 

On page 912, line 24, strike the space after 
the beginning quotation marks. 

On page 913, strike lines 1 and 2, and insert 
the following: 

(II) in the heading, by inserting ‘‘OR RE-
PORTABLE LIQUIDS’’ after ‘‘TAXABLE FUEL’’. 

On page 913, line 5, strike ‘‘section 5241 of’’. 
On page 914, line 8, strike ‘‘section 5252 of’’. 
On page 919, strike lines 3 through 9, and 

insert the following: 
‘‘(C) SPECIAL RULE FOR USE BY CERTAIN TAX- 

EXEMPT ORGANIZATIONS.—For purposes of 
subparagraph (A), the use-based test shall be 
determined without regard to any use in a 
vehicle by an organization which is described 
in section 501(c) and exempt from tax under 
section 501(a).’’. 

On page 931, after line 18, add the fol-
lowing: 
SEC. 899B. CREDIT FOR QUALIFYING POLLUTION 

CONTROL EQUIPMENT. 
(a) ALLOWANCE OF QUALIFYING POLLUTION 

CONTROL EQUIPMENT CREDIT.—Section 46 (re-
lating to amount of credit), as amended by 
this Act, is amended by striking ‘‘and’’ at 
the end of paragraph (2), by striking the pe-
riod at the end of paragraph (3) and inserting 
‘‘, and’’, and by adding at the end the fol-
lowing new paragraph: 

‘‘(4) the qualifying pollution control equip-
ment credit.’’. 

(b) AMOUNT OF QUALIFYING POLLUTION CON-
TROL EQUIPMENT CREDIT.—Subpart E of part 
IV of subchapter A of chapter 1 (relating to 
rules for computing investment credit), as 
amended by this Act, is amended by insert-
ing after section 48A the following new sec-
tion: 
‘‘SEC. 48B. QUALIFYING POLLUTION CONTROL 

EQUIPMENT CREDIT. 
‘‘(a) IN GENERAL.—For purposes of section 

46, the qualifying pollution control equip-
ment credit for any taxable year is an 
amount equal to 15 percent of the basis of 
the qualifying pollution control equipment 
placed in service at a qualifying facility dur-
ing such taxable year. 

‘‘(b) QUALIFYING POLLUTION CONTROL 
EQUIPMENT.—For purposes of this section, 
the term ‘qualifying pollution control equip-
ment’ means any technology installed in or 
on a qualifying facility to reduce air emis-
sions of any pollutant regulated by the Envi-
ronmental Protection Agency under the 
Clean Air Act, including thermal oxidizers, 

regenerative thermal oxidizers, scrubber sys-
tems, evaporative control systems, vapor re-
covery systems, flair systems, bag houses, 
cyclones, continuous emissions monitoring 
systems, and low nitric oxide burners. 

‘‘(c) QUALIFYING FACILITY.—For purposes of 
this section, the term ‘qualifying facility’ 
means any facility which produces not less 
than 1,000,000 gallons of ethanol during the 
taxable year. 

‘‘(d) SPECIAL RULE FOR CERTAIN SUBSIDIZED 
PROPERTY.—Rules similar to section 48(a)(4) 
shall apply for purposes of this section. 

‘‘(e) CERTAIN QUALIFIED PROGRESS EXPEND-
ITURES RULES MADE APPLICABLE.—Rules 
similar to the rules of subsections (c)(4) and 
(d) of section 46 (as in effect on the day be-
fore the enactment of the Revenue Rec-
onciliation Act of 1990) shall apply for pur-
poses of this subsection.’’. 

(c) RECAPTURE OF CREDIT WHERE EMISSIONS 
REDUCTION OFFSET IS SOLD.—Paragraph (1) of 
section 50(a) is amended by redesignating 
subparagraph (B) as subparagraph (C) and by 
inserting after subparagraph (A) the fol-
lowing new subparagraph: 

‘‘(B) SPECIAL RULE FOR QUALIFYING POLLU-
TION CONTROL EQUIPMENT.—For purposes of 
subparagraph (A), any investment property 
which is qualifying pollution control equip-
ment (as defined in section 48B(b)) shall 
cease to be investment credit property with 
respect to a taxpayer if such taxpayer re-
ceives a payment in exchange for a credit for 
emission reductions attributable to such 
qualifying pollution control equipment for 
purposes of an offset requirement under part 
D of title I of the Clean Air Act.’’. 

(d) SPECIAL RULE FOR BASIS REDUCTION; 
RECAPTURE OF CREDIT.—Paragraph (3) of sec-
tion 50(c) (relating to basis adjustment to in-
vestment credit property), as amended by 
this Act, is amended by inserting ‘‘or quali-
fying pollution control equipment credit’’ 
after ‘‘energy credit’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after December 31, 2003, in 
taxable years ending after such date, under 
rules similar to the rules of section 48(m) of 
the Internal Revenue Code of 1986 (as in ef-
fect on the day before the date of the enact-
ment of the Revenue Reconciliation Act of 
1990). 

SA 3134. Mr. HOLLINGS submitted 
an amendment intended to be proposed 
by him to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

On page 19, beginning with line 25, strike 
through line 3 on page 98 and insert the fol-
lowing: 

‘‘(a) ALLOWANCE OF DEDUCTION.—There 
shall be allowed as a deduction an amount 
equal to 9 percent of the qualified production 
activities income of the taxpayer for the tax-
able year. 

‘‘(b) DEDUCTION LIMITED TO WAGES PAID.— 
‘‘(1) IN GENERAL.—The amount of the de-

duction allowable under subsection (a) for 
any taxable year shall not exceed 50 percent 
of the W–2 wages of the employer for the tax-
able year. 

‘‘(2) W–2 WAGES.—For purposes of para-
graph (1), the term ‘W–2 wages’ means the 
sum of the aggregate amounts the taxpayer 
is required to include on statements under 
paragraphs (3) and (8) of section 6051(a) with 

respect to employment of employees of the 
taxpayer during the taxpayer’s taxable year. 

‘‘(3) SPECIAL RULES.— 
‘‘(A) PASS-THRU ENTITIES.—In the case of 

an S corporation, partnership, estate or 
trust, or other pass-thru entity, the limita-
tion under this subsection shall apply at the 
entity level. 

‘‘(B) ACQUISITIONS AND DISPOSITIONS.—The 
Secretary shall provide for the application of 
this subsection in cases where the taxpayer 
acquires, or disposes of, the major portion of 
a trade or business or the major portion of a 
separate unit of a trade or business during 
the taxable year. 

‘‘(c) QUALIFIED PRODUCTION ACTIVITIES IN-
COME.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified pro-
duction activities income’ means an amount 
equal to the portion of the modified taxable 
income of the taxpayer which is attributable 
to domestic production activities. 

‘‘(2) REDUCTION FOR TAXABLE YEARS BEGIN-
NING BEFORE 2013.—The amount otherwise de-
termined under paragraph (1) (the ‘unreduced 
amount’) shall not exceed— 

‘‘(A) in the case of taxable years beginning 
before 2010, the product of the unreduced 
amount and the domestic/worldwide fraction, 
and 

‘‘(B) in the case of taxable years beginning 
in 2010, 2011, or 2012, an amount equal to the 
sum of— 

‘‘(i) the product of the unreduced amount 
and the domestic/worldwide fraction, plus 

‘‘(ii) the applicable percentage of an 
amount equal to the unreduced amount 
minus the amount determined under clause 
(i). 

For purposes of subparagraph (B)(ii), the ap-
plicable percentage is 25 percent for 2010, 50 
percent for 2011, and 75 percent for 2012. 

‘‘(d) DETERMINATION OF INCOME ATTRIB-
UTABLE TO DOMESTIC PRODUCTION ACTIVI-
TIES.—For purposes of this section— 

‘‘(1) IN GENERAL.—The portion of the modi-
fied taxable income which is attributable to 
domestic production activities is so much of 
the modified taxable income for the taxable 
year as does not exceed— 

‘‘(A) the taxpayer’s domestic production 
gross receipts for such taxable year, reduced 
by 

‘‘(B) the sum of— 
‘‘(i) the costs of goods sold that are allo-

cable to such receipts, 
‘‘(ii) other deductions, expenses, or losses 

directly allocable to such receipts, and 
‘‘(iii) a proper share of other deductions, 

expenses, and losses that are not directly al-
locable to such receipts or another class of 
income. 

‘‘(2) ALLOCATION METHOD.—The Secretary 
shall prescribe rules for the proper alloca-
tion of items of income, deduction, expense, 
and loss for purposes of determining income 
attributable to domestic production activi-
ties. 

‘‘(3) SPECIAL RULES FOR DETERMINING 
COSTS.— 

‘‘(A) IN GENERAL.—For purposes of deter-
mining costs under clause (i) of paragraph 
(1)(B), any item or service brought into the 
United States shall be treated as acquired by 
purchase, and its cost shall be treated as not 
less than its fair market value immediately 
after it entered the United States. A similar 
rule shall apply in determining the adjusted 
basis of leased or rented property where the 
lease or rental gives rise to domestic produc-
tion gross receipts. 

‘‘(B) EXPORTS FOR FURTHER MANUFAC-
TURE.—In the case of any property described 
in subparagraph (A) that had been exported 
by the taxpayer for further manufacture, the 
increase in cost or adjusted basis under sub-
paragraph (A) shall not exceed the difference 
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between the value of the property when ex-
ported and the value of the property when 
brought back into the United States after 
the further manufacture. 

‘‘(4) MODIFIED TAXABLE INCOME.—The term 
‘modified taxable income’ means taxable in-
come computed without regard to the deduc-
tion allowable under this section. 

‘‘(e) DOMESTIC PRODUCTION GROSS RE-
CEIPTS.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘domestic pro-
duction gross receipts’ means the gross re-
ceipts of the taxpayer which are derived 
from— 

‘‘(A) any sale, exchange, or other disposi-
tion of, or 

‘‘(B) any lease, rental, or license of, 
qualifying production property which was 
manufactured, produced, grown, or extracted 
in whole or in significant part by the tax-
payer within the United States. 

‘‘(2) SPECIAL RULES FOR CERTAIN PROP-
ERTY.—In the case of any qualifying produc-
tion property described in subsection 
(f)(1)(C)— 

‘‘(A) such property shall be treated for pur-
poses of paragraph (1) as produced in signifi-
cant part by the taxpayer within the United 
States if more than 50 percent of the aggre-
gate development and production costs are 
incurred by the taxpayer within the United 
States, and 

‘‘(B) if a taxpayer acquires such property 
before such property begins to generate sub-
stantial gross receipts, any development or 
production costs incurred before the acquisi-
tion shall be treated as incurred by the tax-
payer for purposes of subparagraph (A) and 
paragraph (1). 

‘‘(f) QUALIFYING PRODUCTION PROPERTY.— 
For purposes of this section— 

‘‘(1) IN GENERAL.—Except as otherwise pro-
vided in this paragraph, the term ‘qualifying 
production property’ means— 

‘‘(A) any tangible personal property, 
‘‘(B) any computer software, and 
‘‘(C) any property described in section 

168(f) (3) or (4), including any underlying 
copyright or trademark. 

‘‘(2) EXCLUSIONS FROM QUALIFYING PRODUC-
TION PROPERTY.—The term ‘qualifying pro-
duction property’ shall not include— 

‘‘(A) consumable property that is sold, 
leased, or licensed by the taxpayer as an in-
tegral part of the provision of services, 

‘‘(B) oil or gas, 
‘‘(C) electricity, 
‘‘(D) water supplied by pipeline to the con-

sumer, 
‘‘(E) utility services, or 
‘‘(F) any film, tape, recording, book, maga-

zine, newspaper, or similar property the mar-
ket for which is primarily topical or other-
wise essentially transitory in nature. 

‘‘(g) DOMESTIC/WORLDWIDE FRACTION.—For 
purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘domestic/ 
worldwide fraction’ means a fraction (not 
greater than 1)— 

‘‘(A) the numerator of which is the value of 
the domestic production of the taxpayer, and 

‘‘(B) the denominator of which is the value 
of the worldwide production of the taxpayer. 

‘‘(2) VALUE OF DOMESTIC PRODUCTION.—The 
value of domestic production is the excess (if 
any) of— 

‘‘(A) the domestic production gross re-
ceipts, over 

‘‘(B) the cost of purchased inputs allocable 
to such receipts that are deductible under 
this chapter for the taxable year. 

‘‘(3) PURCHASED INPUTS.— 
‘‘(A) IN GENERAL.—Purchased inputs are 

any of the following items acquired by pur-
chase: 

‘‘(i) Services (other than services of em-
ployees) used in manufacture, production, 
growth, or extraction activities. 

‘‘(ii) Items consumed in connection with 
such activities. 

‘‘(iii) Items incorporated as part of the 
property being manufactured, produced, 
grown, or extracted. 

‘‘(B) SPECIAL RULE.—Rules similar to the 
rules of subsection (d)(3) shall apply for pur-
poses of this subsection. 

‘‘(4) VALUE OF WORLDWIDE PRODUCTION.— 
‘‘(A) IN GENERAL.—The value of worldwide 

production shall be determined under the 
principles of paragraph (2), except that— 

‘‘(i) worldwide production gross receipts 
shall be taken into account, and 

‘‘(ii) paragraph (3)(B) shall not apply. 
‘‘(B) WORLDWIDE PRODUCTION GROSS RE-

CEIPTS.—The worldwide production gross re-
ceipts is the amount that would be deter-
mined under subsection (e) if such subsection 
were applied without any reference to the 
United States. 

‘‘(h) DEFINITIONS AND SPECIAL RULES.— 
‘‘(1) APPLICATION OF SECTION TO PASS-THRU 

ENTITIES.—In the case of an S corporation, 
partnership, estate or trust, or other pass- 
thru entity— 

‘‘(A) subject to the provisions of paragraph 
(2) and subsection (b)(3)(A), this section shall 
be applied at the shareholder, partner, or 
similar level, and 

‘‘(B) the Secretary shall prescribe rules for 
the application of this section, including 
rules relating to— 

‘‘(i) restrictions on the allocation of the 
deduction to taxpayers at the partner or 
similar level, and 

‘‘(ii) additional reporting requirements. 
‘‘(2) EXCLUSION FOR PATRONS OF AGRICUL-

TURAL AND HORTICULTURAL COOPERATIVES.— 
‘‘(A) IN GENERAL.—If any amount described 

in paragraph (1) or (3) of section 1385 (a)— 
‘‘(i) is received by a person from an organi-

zation to which part I of subchapter T ap-
plies which is engaged in the marketing of 
agricultural or horticultural products, and 

‘‘(ii) is allocable to the portion of the 
qualified production activities income of the 
organization which is deductible under sub-
section (a) and designated as such by the or-
ganization in a written notice mailed to its 
patrons during the payment period described 
in section 1382(d), 

then such person shall be allowed an exclu-
sion from gross income with respect to such 
amount. The taxable income of the organiza-
tion shall not be reduced under section 1382 
by the portion of any such amount with re-
spect to which an exclusion is allowable to a 
person by reason of this paragraph. 

‘‘(B) SPECIAL RULES.—For purposes of ap-
plying subparagraph (A), in determining the 
qualified production activities income of the 
organization under this section— 

‘‘(i) there shall not be taken into account 
in computing the organization’s modified 
taxable income any deduction allowable 
under subsection (b) or (c) of section 1382 (re-
lating to patronage dividends, per-unit re-
tain allocations, and nonpatronage distribu-
tions), and 

‘‘(ii) the organization shall be treated as 
having manufactured, produced, grown, or 
extracted in whole or significant part any 
qualifying production property marketed by 
the organization which its patrons have so 
manufactured, produced, grown, or ex-
tracted. 

‘‘(3) SPECIAL RULE FOR AFFILIATED 
GROUPS.— 

‘‘(A) IN GENERAL.—All members of an ex-
panded affiliated group shall be treated as a 
single corporation for purposes of this sec-
tion. 

‘‘(B) EXPANDED AFFILIATED GROUP.—The 
term ‘expanded affiliated group’ means an 
affiliated group as defined in section 1504(a), 
determined— 

‘‘(i) by substituting ‘50 percent’ for ‘80 per-
cent’ each place it appears, and 

‘‘(ii) without regard to paragraphs (2) and 
(4) of section 1504(b). 

For purposes of determining the domestic/ 
worldwide fraction under subsection (g), 
clause (ii) shall be applied by also dis-
regarding paragraphs (3) and (8) of section 
1504(b). 

‘‘(4) COORDINATION WITH MINIMUM TAX.—The 
deduction under this section shall be allowed 
for purposes of the tax imposed by section 55; 
except that for purposes of section 55, alter-
native minimum taxable income shall be 
taken into account in determining the de-
duction under this section. 

‘‘(5) ORDERING RULE.—The amount of any 
other deduction allowable under this chapter 
shall be determined as if this section had not 
been enacted. 

‘‘(6) TRADE OR BUSINESS REQUIREMENT.— 
This section shall be applied by only taking 
into account items which are attributable to 
the actual conduct of a trade or business. 

‘‘(7) POSSESSIONS, ETC.— 
‘‘(A) IN GENERAL.—For purposes of sub-

sections (d) and (e), the term ‘United States’ 
includes the Commonwealth of Puerto Rico, 
Guam, American Samoa, the Commonwealth 
of the Northern Mariana Islands, and the 
Virgin Islands of the United States. 

‘‘(B) SPECIAL RULES FOR APPLYING WAGE 
LIMITATION.—For purposes of applying the 
limitation under subsection (b) for any tax-
able year— 

‘‘(i) the determination of W–2 wages of a 
taxpayer shall be made without regard to 
any exclusion under section 3401(a)(8) for re-
muneration paid for services performed in a 
jurisdiction described in subparagraph (A), 
and 

‘‘(ii) in determining the amount of any 
credit allowable under section 30A or 936 for 
the taxable year, there shall not be taken 
into account any wages which are taken into 
account in applying such limitation. 

‘‘(8) COORDINATION WITH TRANSITION 
RULES.—For purposes of this section— 

‘‘(A) domestic production gross receipts 
shall not include gross receipts from any 
transaction if the binding contract transi-
tion relief of section 101(c)(2) of the 
Jumpstart Our Business Strength (JOBS) 
Act applies to such transaction, and 

‘‘(B) any deduction allowed under section 
101(e) of such Act shall be disregarded in de-
termining the portion of the taxable income 
which is attributable to domestic production 
gross receipts.’’. 

(b) MINIMUM TAX.—Section 56(g)(4)(C) (re-
lating to disallowance of items not deduct-
ible in computing earnings and profits) is 
amended by adding at the end the following 
new clause: 

‘‘(v) DEDUCTION FOR DOMESTIC PRODUC-
TION.—Clause (i) shall not apply to any 
amount allowable as a deduction under sec-
tion 199.’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for part VI of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item: 

‘‘Sec. 199. Income attributable to domestic 
production activities.’’. 

(d) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years end-
ing after the date of the enactment of this 
Act. 

(2) APPLICATION OF SECTION 15.—Section 15 
of the Internal Revenue Code of 1986 shall 
apply to the amendments made by this sec-
tion as if they were changes in a rate of tax. 

SA 3135. Mr. COLEMAN submitted an 
amendment intended to be proposed by 
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him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

At the end of the bill, add the following: 
TITLE IX—NON-REVENUE PROVISIONS 

SEC. 901. CUSTOMS SERVICES. 
Section 13031(e)(1) of the Consolidated Om-

nibus Budget Reconciliation Act of 1985 (19 
U.S.C. 58c(e)(1)) is amended— 

(1) by striking ‘‘(1) Notwithstanding sec-
tion 451 of the Tariff Act of 1930 (19 U.S.C. 
1451) or any other provision of law (other 
than paragraph (2)),’’ and inserting: 

‘‘(1) IN GENERAL.— 
‘‘(A) SCHEDULED FLIGHTS.—Notwith-

standing section 451 of the Tariff Act of 1930 
(19 U.S.C. 1451) or any other provision of law 
(other than subparagraph (B) and paragraph 
(2)),’’; and 

(2) by adding at the end the following: 
‘‘(B) CHARTER FLIGHTS.—If a charter air 

carrier (as defined in section 40102(13) of title 
49, United States Code) specifically requests 
that customs border patrol services for pas-
sengers and their baggage be provided for a 
charter flight arriving after normal oper-
ating hours at a customs border patrol serv-
iced airport and overtime funds for those 
services are not available, the appropriate 
customs border patrol officer may assign suf-
ficient customs employees (if available) to 
perform any such services, which could law-
fully be performed during regular hours of 
operation, and any overtime fees incurred in 
connection with such service shall be paid by 
the charter air carrier.’’. 

SA 3136. Mr. SANTORUM submitted 
an amendment intended to be proposed 
by him to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

At the appropriate place insert the fol-
lowing: 
SEC. ll. TAXATION OF CERTAIN SETTLEMENT 

FUNDS. 
(a) IN GENERAL.—Subsection (g) of section 

468B (relating to clarification of taxation of 
certain funds) is amended to read as follows: 

‘‘(g) CLARIFICATION OF TAXATION OF CER-
TAIN FUNDS.— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), nothing in any provision of 
law shall be construed as providing that an 
escrow account, settlement fund, or similar 
fund is not subject to current income tax. 
The Secretary shall prescribe regulations 
providing for the taxation of any such ac-
count or fund whether as a grantor trust or 
otherwise. 

‘‘(2) EXEMPTION FROM TAX FOR CERTAIN SET-
TLEMENT FUNDS.—An escrow account, settle-
ment fund, or similar fund shall be treated 
as beneficially owned by the United States 
and shall be exempt from taxation under this 
subtitle if— 

‘‘(A) it is established pursuant to a consent 
decree entered by a judge of a United States 
District Court, 

‘‘(B) it is created for the receipt of settle-
ment payments as directed by a government 

entity for the sole purpose of resolving or 
satisfying one or more claims asserting li-
ability under the Comprehensive Environ-
mental Response, Compensation, and Liabil-
ity Act of 1980, 

‘‘(C) the authority and control over the ex-
penditure of funds therein (including the ex-
penditure of contributions thereto and any 
net earnings thereon) is with such govern-
ment entity, and 

‘‘(D) upon termination, any remaining 
funds will be disbursed upon instructions by 
such government entity in accordance with 
applicable law. 

For purposes of this paragraph, the term 
‘government entity’ means the United 
States, any State or political subdivision 
thereof, the District of Columbia, any pos-
session of the United States, and any agency 
or instrumentality of any of the foregoing.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2003. 

SA 3137. Mr. GRAHAM of South 
Carolina submitted an amendment in-
tended to be proposed by him to the 
bill S. 1637, to amend the Internal Rev-
enue Code of 1986 to comply with the 
World Trade Organization rulings on 
the FSC/ETI benefit in a manner that 
preserves jobs and production activi-
ties in the United States, to reform and 
simplify the international taxation 
rules of the United States, and for 
other purposes; which was ordered to 
lie on the table; as follows: 

At the end of the bill, add the following: 
TITLE V—MISCELLANEOUS PROVISIONS 

SEC. 501. NEGOTIATIONS REGARDING CURRENCY 
VALUATION. 

(a) FINDINGS.—Congress makes the fol-
lowing findings: 

(1) The currency of the People’s Republic 
of China, known as the yuan or renminbi, is 
artificially pegged at a level significantly 
below its market value. Economists estimate 
the yuan to be undervalued by between 15 
percent and 40 percent or an average of 27.5 
percent. 

(2) The undervaluation of the yuan pro-
vides the People’s Republic of China with a 
significant trade advantage by making ex-
ports less expensive for foreign consumers 
and by making foreign products more expen-
sive for Chinese consumers. The effective re-
sult is a significant subsidization of China’s 
exports and a virtual tariff on foreign im-
ports. 

(3) The Government of the People’s Repub-
lic of China has intervened in the foreign ex-
change markets to hold the value of the 
yuan within an artificial trading range. Chi-
na’s foreign reserves are estimated to be over 
$350,000,000,000 as of September 2003, and have 
increased by over $110,000,000,000 in the last 
12 months. 

(4) China’s undervalued currency, China’s 
trade advantage from that undervaluation, 
and the Chinese Government’s intervention 
in the value of its currency violates the spir-
it and letter of the world trading system of 
which the People’s Republic of China is now 
a member. 

(5) The Government of the People’s Repub-
lic of China has failed to promptly address 
concerns or to provide a definitive timetable 
for resolution of these concerns raised by the 
United States and the international commu-
nity regarding the value of its currency. 

(6) Article XXI of the GATT 1994 (as de-
fined in section 2(1)(B) of the Uruguay Round 
Agreements Act (19 U.S.C. 3501(1)(B))) allows 
a member of the World Trade Organization 
to take any action which it considers nec-

essary for the protection of its essential se-
curity interests. Protecting the United 
States manufacturing sector is essential to 
the interests of the United States. 

(b) NEGOTIATIONS AND CERTIFICATION RE-
GARDING THE CURRENCY VALUATION POLICY OF 
THE PEOPLE’S REPUBLIC OF CHINA.— 

(1) IN GENERAL.—Notwithstanding the pro-
visions of title I of Public Law 106–286 (19 
U.S.C. 2431 note), on and after the date that 
is 180 days after the date of enactment of 
this Act, unless a certification described in 
paragraph (2) has been made to Congress, in 
addition to any other duty, there shall be 
imposed a rate of duty of 27.5 percent ad va-
lorem on any article that is the growth, 
product, or manufacture of the People’s Re-
public of China, imported directly or indi-
rectly into the United States. 

(2) CERTIFICATION.—The certification de-
scribed in this paragraph means a certifi-
cation by the President to Congress that the 
People’s Republic of China is no longer ac-
quiring foreign exchange reserves to prevent 
the appreciation of the rate of exchange be-
tween its currency and the United States 
dollar for purposes of gaining an unfair com-
petitive advantage in international trade. 
The certification shall also include a deter-
mination that the currency of the People’s 
Republic of China has undergone a substan-
tial upward revaluation placing it at or near 
its fair market value. 

(3) ALTERNATIVE CERTIFICATION.—If the 
President certifies to Congress 180 days after 
the date of enactment of this Act that the 
People’s Republic of China has made a good 
faith effort to revalue its currency upward 
placing it at or near its fair market value, 
the President may delay the imposition of 
the tariffs described in paragraph (1) for an 
additional 180 days. If at the end of the 180- 
day period the President determines that 
China has developed and started actual im-
plementation of a plan to revalue its cur-
rency, the President may delay imposition of 
the tariffs for an additional 12 months, so 
that the People’s Republic of China shall 
have time to implement the plan. 

(4) NEGOTIATIONS.—Beginning on the date 
of enactment of this Act, the Secretary of 
the Treasury, in consultation with the 
United States Trade Representative, shall 
begin negotiations with the People’s Repub-
lic of China to ensure that the People’s Re-
public of China adopts a process that leads to 
a substantial upward currency revaluation 
within 180 days after the date of enactment 
of this Act. Because various Asian govern-
ments have also been acquiring substantial 
foreign exchange reserves in an effort to pre-
vent appreciation of their currencies for pur-
poses of gaining an unfair competitive ad-
vantage in international trade, and because 
the People’s Republic of China has concerns 
about the value of those currencies, the Sec-
retary shall also seek to convene a multilat-
eral summit to discuss exchange rates with 
representatives of various Asian govern-
ments and other interested parties, including 
representatives of other G–7 nations. 

SA 3138. Mrs. HUTCHISON submitted 
an amendment intended to be proposed 
by her to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

On page 35, between lines 11 and 12, insert 
the following: 
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SEC. 103. DEDUCTION FOR UNITED STATES PRO-

DUCTION ACTIVITIES INCLUDES IN-
COME RELATED TO CERTAIN ARCHI-
TECTURAL AND ENGINEERING SERV-
ICES. 

(a) IN GENERAL.—Paragraph (1) of section 
199(e) (relating to domestic production gross 
receipts), as added by section 102, is amended 
to read as follows: 

‘‘(1) IN GENERAL.— 
‘‘(A) RECEIPTS FROM QUALIFYING PRODUC-

TION PROPERTY.—The term ‘domestic produc-
tion gross receipts’ means the gross receipts 
of the taxpayer which are derived from— 

‘‘(i) any sale, exchange, or other disposi-
tion of, or 

‘‘(ii) any lease, rental, or license of, 
qualifying production property which was 
manufactured, produced, grown, or extracted 
in whole or in significant part by the tax-
payer within the United States. 

‘‘(B) RECEIPTS FROM CERTAIN SERVICES.— 
‘‘(i) IN GENERAL.—Such term also includes 

the applicable percentage of gross receipts of 
the taxpayer which are derived from any en-
gineering or architectural services per-
formed in the United States for construction 
projects in the United States. 

‘‘(ii) APPLICABLE PERCENTAGE.—For pur-
poses of clause (i), the applicable percentage 
shall be determined under the following 
table: 

‘‘In the case of any tax-
able year beginning 
in— 

The applicable percent-
age is— 

2004, 2005, 2006, 2007, or 2008 ............. 25
2009, 2010, 2011, or 2012 ..................... 50
2013 or thereafter ............................ 100. 
(b) LIMITATION OF EMPLOYER DEDUCTION 

FOR CERTAIN ENTERTAINMENT EXPENSES WITH 
RESPECT TO COVERED EMPLOYEES.—Para-
graph (2) of section 274(e) (relating to ex-
penses treated as compensation) is amended 
to read as follows: 

‘‘(2) EXPENSES TREATED AS COMPENSATION.— 
Expenses for goods, services, and facilities— 

‘‘(A) in the case of a covered employee 
(within the meaning of section 162(m)(3)), to 
the extent that the expenses do not exceed 
the amount of the expenses treated by the 
taxpayer, with respect to the recipient of the 
entertainment, amusement, or recreation, as 
compensation to such covered employee on 
the taxpayer’s return of tax under this chap-
ter and as wages to such covered employee 
for purposes of chapter 24 (relating to with-
holding of income tax at source on wages), 
and 

‘‘(B) in the case of any other employee, to 
the extent that the expenses are treated by 
the taxpayer, with respect to the recipient of 
the entertainment, amusement, or recre-
ation, as compensation to such employee on 
the taxpayer’s return of tax under this chap-
ter and as wages to such employee for pur-
poses of chapter 24 (relating to withholding 
of income tax at source on wages).’’. 

(c) EFFECTIVE DATES.— 
(1) SUBSECTION (a).—The amendment made 

by subsection (a) shall apply to taxable years 
ending after the date of the enactment of 
this Act, and section 15 of the Internal Rev-
enue Code of 1986 shall apply to the amend-
ment made by this subsection as if it were a 
change in the rate of tax. 

(2) SUBSECTION (b).—The amendment made 
by subsection (b) shall apply to expenses in-
curred after the date of the enactment of 
this Act and before January 1, 2006. 

SA 3139. Mr. SPECTER submitted an 
amendment intended to be proposed by 
him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 

activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

On page 35, between lines 11 and 12, insert 
the following: 
SEC. 103. MANUFACTURER’S TAX EQUITY CREDIT 

AGAINST PAYROLL TAXES IN LIEU 
OF DEDUCTION. 

(a) IN GENERAL.—Subchapter C of chapter 
21 is amended by redesignating section 3128 
as section 3129 and inserting after section 
3127 the following new section: 
‘‘SEC. 3128. MANUFACTURER’S TAX EQUITY CRED-

IT. 
‘‘(a) GENERAL RULE.—In the case of a quali-

fied manufacturer who elects application of 
this section for any taxable year, there shall 
be allowed a credit against the taxes imposed 
by this chapter during the taxable year an 
amount equal to 10 percent of qualified 
health benefit plan costs paid during the tax-
able year. 

‘‘(b) QUALIFIED MANUFACTURER.—For pur-
poses of this section, the term ‘qualified 
manufacturer’ means any taxpayer 50 per-
cent or more of whose gross receipts from ac-
tivities performed within the United States 
during the taxable year were domestic pro-
duction gross receipts (within the meaning 
of section 199(e)). 

‘‘(c) QUALIFIED HEALTH BENEFIT PLAN 
COSTS.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified 
health benefit plan costs’ means any costs 
paid by the qualified manufacturer for a 
qualified health benefit plan with respect to 
qualified plan participants and their spouses 
and dependents (as defined by section 152), 
but only if the amount of costs paid by the 
qualified manufacturer is equal to or greater 
than 50 percent of the cost of coverage for 
such qualified plan participants under such 
plan. 

‘‘(2) QUALIFIED HEALTH BENEFIT PLAN.—The 
term ‘qualified health benefit plan’ means an 
employee welfare benefit plan (within the 
meaning of section 3(3) of the Employee Re-
tirement Income Security Act of 1974) which 
provides health benefits. 

‘‘(3) QUALIFIED PLAN PARTICIPANTS.—The 
term ‘qualified plan participants’ means em-
ployees and former employees of the quali-
fied manufacturer— 

‘‘(A) who participate in a qualified health 
benefit plan of the qualified manufacturer, 

‘‘(B) who are between the ages of 55 and 64, 
and 

‘‘(C)(i) in the case of a participant who is 
an employee of such qualified manufacturer 
during the taxable year, whose services for 
such qualified manufacturer for such year 
are performed predominantly in the United 
States, and 

‘‘(ii) in the case of a participant who is a 
former employee of such qualified manufac-
turer, whose services for such qualified man-
ufacturer were performed predominantly in 
the United States during the period such 
participant was an employee. 

‘‘(d) DENIAL OF DEDUCTION FOR INCOME AT-
TRIBUTABLE TO UNITED STATES PRODUCTION.— 
No deduction shall be allowed under section 
199 for any qualified manufacturer for any 
taxable year for which such qualified manu-
facturer elects the application of this sec-
tion. 

‘‘(e) SPECIAL RULE FOR AFFILIATED 
GROUPS.—Rules similar to the rules of sec-
tion 199(h)(3) shall apply for purposes of this 
section.’’. 

(b) TRANSFER OF FUNDS.—The Secretary of 
the Treasury shall transfer from the general 
revenues of the Federal Government an 
amount sufficient so as to ensure that the 
income and balances of the trust funds under 

section 201 of the Social Security Act are not 
reduced as a result of the application of the 
amendment made by subsection (a). 

(c) DETERMINATION OF BENEFITS.—In mak-
ing any determination of benefits under title 
II of the Social Security Act and part A of 
title XVIII of such Act, the Commissioner of 
Social Security shall disregard the effect of 
the amendment made by subsection (a) on 
any individual’s earnings record. 

(d) CONFORMING AMENDMENT.—The table of 
sections for subchapter C of chapter 21 is 
amended by striking the last 2 items and in-
serting the following: 

‘‘Sec. 3128. Manufacturer’s tax equity credit. 
‘‘Sec. 3129. Short title.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after the date of the enactment 
of this Act. 

SA 3140. Mr. FEINGOLD submitted 
an amendment intended to be proposed 
by him to the bill S. 1637, to amend the 
Internal Revenue Code of 1986 to com-
ply with the World Trade Organization 
rulings on the FSC/ETI benefit in a 
manner that preserves jobs and produc-
tion activities in the United States, to 
reform and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

At the end of the bill, add the following: 
TITLE IX—OFFICE OF FEDERAL PROCURE-

MENT POLICY ACT IMPROVEMENTS 
SEC. 901. PREFERENCE FOR DOMESTIC BIDDERS. 

The Office of Federal Procurement Policy 
Act (41 U.S.C. 403 et seq.), as amended by this 
Act, is further amended by adding at the end 
the following new section: 
‘‘SEC. 43. PREFERENCE FOR DOMESTIC BIDDERS. 

‘‘(a) The head of an executive agency en-
tering into a contract shall give preference 
to a company submitting an offer on the con-
tract that manufactures in the United States 
the article, material, or supply for which the 
offer is solicited, if— 

‘‘(1) that company’s offer is substantially 
the same as an offer made by a company that 
does not manufacture the article, material, 
or supply in the United States; or 

‘‘(2) that company is the only company 
that manufactures in the United States the 
article, material, or supply for which the 
offer is solicited. 

‘‘(b)(1) Not later than 60 days after the end 
of each fiscal year, the head of each execu-
tive agency shall submit to Congress a re-
port on the acquisitions that were made of 
articles, materials, or supplies by such exec-
utive agency in that fiscal year from entities 
that manufacture the articles, materials, or 
supplies outside the United States. 

‘‘(2) The report for a fiscal year under para-
graph (1) shall separately indicate the fol-
lowing information: 

‘‘(A) The dollar value of any articles, mate-
rials, or supplies that were manufactured 
outside the United States. 

‘‘(B) An itemized list of all waivers granted 
with respect to such articles, materials, or 
supplies under the Buy American Act (41 
U.S.C. 10a et seq.). 

‘‘(C) A summary of— 
‘‘(i) the total procurement funds expended 

on articles, materials, and supplies manufac-
tured inside the United States; and 

‘‘(ii) the total procurement funds expended 
on articles, materials, and supplies manufac-
tured outside the United States. 

‘‘(3) The head of each executive agency 
submitting a report under paragraph (1) shall 
make the report publicly available by post-
ing on an Internet website.’’. 
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SEC. 902. REQUIREMENTS FOR WAIVERS. 

(a) PUBLIC INTEREST WAIVER UNDER BUY 
AMERICAN ACT.—Section 18 of the Office of 
Federal Procurement Policy Act (41 U.S.C. 
416) is amended by adding at the end the fol-
lowing new subsection (e): 

‘‘(e) LIMITATION ON PUBLIC INTEREST WAIV-
ER UNDER BUY AMERICAN ACT.—A determina-
tion under section 2(a) of the Buy American 
Act (41 U.S.C. 10a(a)) that it is not in the 
public interest to enter into a contract in ac-
cordance with such Act may not be made 
after a notice of solicitation of offers for the 
contract is published in accordance with this 
section and section 8(e) of the Small Busi-
ness Act (15 U.S.C. 637(e)).’’. 

(b) REQUIREMENTS UNDER BUY AMERICAN 
ACT.—The Office of Federal Procurement 
Policy Act (41 U.S.C. 403 et seq.), as amended 
by this Act, is further amended by adding at 
the end the following new section: 
‘‘SEC. 44. REQUIREMENTS UNDER BUY AMERICAN 

ACT. 
‘‘(a) USE OUTSIDE THE UNITED STATES.—(1) 

Section 2(a) of the Buy American Act (41 
U.S.C. 10a(a)) shall apply without regard to 
whether the articles, materials, or supplies 
to be acquired are for use outside the United 
States if the articles, materials, or supplies 
are not needed on an urgent basis or if they 
are acquired on a regular basis. 

‘‘(2) In any case in which the articles, ma-
terials, or supplies are to be acquired for use 
outside the United States and are not needed 
on an urgent basis, before entering into a 
contract an analysis shall be made of the dif-
ference in the cost for acquiring the articles, 
materials, or supplies from a company man-
ufacturing the articles, materials, or sup-
plies in the United States (including the cost 
of shipping) and the cost for acquiring the 
articles, materials, or supplies from a com-
pany manufacturing the articles, materials, 
or supplies outside the United States (includ-
ing the cost of shipping). 

‘‘(b) DOMESTIC AVAILABILITY.—The head of 
an executive agency may not make a deter-
mination under section 2(a) of the Buy 
American Act (41 U.S.C. 10a) that an article, 
material, or supply is not mined, produced, 
or manufactured, as the case may be, in the 
United States in sufficient and reasonably 
available commercial quantities and of satis-
factory quality, unless the head of that exec-
utive agency has conducted a study and, on 
the basis of such study, determined that— 

‘‘(1) domestic production cannot be initi-
ated to meet the procurement needs; and 

‘‘(2) a comparable article, material, or sup-
ply is not available from a company in the 
United States.’’. 
SEC. 903. DUAL-USE TECHNOLOGIES. 

The head of an executive agency (as de-
fined in section 4(1) of the Office of Federal 
Procurement Policy Act (41 U.S.C. 403(1)) 
may not enter into a contract, nor permit a 
subcontract under a contract of the execu-
tive agency, with a foreign entity that in-
volves giving the foreign entity plans, manu-
als, or other information related to a dual- 
use item or technology on the Commerce 
Control List unless approval for providing 
such plans, manuals, or information has been 
obtained in accordance with the provisions 
of the Export Administration Act of 1979 (50 
U.S.C. App. 2401 et seq.) and the Export Ad-
ministration Regulations (15 C.F.R. part 730 
et seq.). 
SEC. 904. CLERICAL AMENDMENT. 

The table of contents in section 1(b) of the 
Office of Federal Procurement Policy Act is 
amended by adding at the end the following 
new items: 

‘‘Sec. 43. Preference for domestic bidders. 
‘‘Sec. 44. Requirements under Buy Amer-

ican Act.’’. 

SA 3141. Mr. KYL submitted an 
amendment intended to be proposed by 

him to the bill S. 1637, to amend the In-
ternal Revenue Code of 1986 to comply 
with the World Trade Organization rul-
ings on the FSC/ETI benefit in a man-
ner that preserves jobs and production 
activities in the United States, to re-
form and simplify the international 
taxation rules of the United States, 
and for other purposes; which was or-
dered to lie on the table; as follows: 

On page 557, between lines 9 and 10, insert 
the following: 
SEC. 660. SENSE OF CONGRESS REGARDING THE 

WORLD TRADE ORGANIZATION DECI-
SION ON INTERNET GAMBLING. 

(a) FINDINGS.—Congress finds the fol-
lowing: 

(1) Gambling through the Internet, which 
has grown rapidly, opens up the possibility 
of immediate, individual, 24-hour access in 
every home to the full range of wagering op-
portunities on sporting events or casino-like 
contests. 

(2) The number of Internet gambling 
websites has increased from about 2 dozen to 
over 2,000 in the last 9 years, with an esti-
mated $5,000,000,000 wagered over the Inter-
net in 2003 alone. 

(3) Internet gambling fosters criminal ac-
tivity, as up to 90 percent of pathological 
gamblers commit crimes to pay off their wa-
gering debts. 

(4) The Department of State has noted that 
Internet gambling ‘‘represents yet another 
powerful vehicle for criminals to launder 
funds from illicit sources as well as to evade 
taxes’’ and the chief of the Federal Bureau of 
Investigation’s Financial Crimes Section has 
testified that Internet gambling is a ‘‘haven 
for money laundering activities’’. 

(5) There are Federal and State laws in the 
United States which restrict Internet gam-
bling services, and these laws are consistent 
with the World Trade Organization obliga-
tions of the United States. 

(6) The United States is currently involved 
in World Trade Organization proceedings in 
which the nation of Antigua and Barbuda has 
challenged these laws. 

(7) A World Trade Organization panel has 
ruled, as a result of these proceedings, that 
the United States must allow access to the 
United States market by foreign Internet 
gambling businesses. 

(8) The World Trade Organization is likely 
to authorize Antigua and Barbuda to impose 
tariffs on products from the United States 
unless the United States agrees to change its 
antigambling laws. 

(9) The United States benefits from partici-
pating in international organizations such as 
the World Trade Organization, but the 
United States must also be vigilant about 
protecting American interests when deci-
sions by such organizations encroach upon 
United States sovereignty. 

(b) SENSE OF CONGRESS.—It is the sense of 
Congress that— 

(1) the United States disagrees with the de-
cision of the World Trade Organization panel 
regarding the Internet gambling laws of the 
United States, and 

(2) the United States should vigorously de-
fend its right to enact legislation protecting 
United States interests against organized 
crime and money laundering and protecting 
the integrity of United States sporting 
events. 

f 

NOTICES OF HEARINGS/MEETINGS 

SUBCOMMITTEE ON FORESTRY, CONSERVATION 
AND RURAL REVITALIZATION 

Mr. COCHRAN. Mr. President, I an-
nounce that the Subcommittee on For-

estry, Conservation and Rural Revital-
ization of the Committee on Agri-
culture, Nutrition, and Forestry will 
conduct a hearing on May 11, 2004, in 
SD–628 at 10 a.m. The purpose of this 
hearing will be to examine conserva-
tion programs of the 2002 Farm Bill. 
COMMITTEE ON AGRICULTURE, NUTRITION, AND 

FORESTRY 

Mr. COCHRAN. Mr. President, I an-
nounce that the Committee on Agri-
culture, Nutrition, and Forestry will 
conduct a hearing on May 13, 2004, in 
SD–106 at 10 a.m. The purpose of this 
hearing will be to conduct a review of 
the Commodity Futures Trading Com-
mission regulatory issues. Dr. James E. 
Newsome, Chairman of the Commodity 
Futures Trading Commission, will tes-
tify before the committee. 

f 

UNANIMOUS CONSENT 
AGREEMENT—S. 1637 

Mr. FRIST. Mr. President, I ask 
unanimous consent immediately fol-
lowing the period for morning business 
on Tuesday, the time until 12 noon be 
equally divided between the two lead-
ers or their designees prior to the clo-
ture vote on S. 1637, the FSC JOBS bill. 
I further ask consent that if cloture is 
invoked, notwithstanding the provi-
sions of rule XXII, the Senate then pro-
ceed immediately to a vote in relation 
to the pending Cantwell amendment, 
No. 3114, with no amendment in order 
to the amendment prior to the vote. 
Further, I ask consent that if a point 
of order is raised and the motion to 
waive is subsequently agreed to, then 
the Cantwell amendment be agreed to. 

Mr. REID. That is without any inter-
vening action. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

ORDERS FOR TUESDAY, MAY 11, 
2004 

Mr. FRIST. Mr. President, I ask 
unanimous consent that when the Sen-
ate completes its business today, it 
stand in adjournment until 9:45 a.m. on 
Tuesday, May 11. I further ask that fol-
lowing the prayer and pledge, the 
morning hour be deemed expired, the 
Journal of proceedings be approved to 
date, the time for the two leaders be 
reserved for their use later in the day, 
and the Senate then begin a period of 
morning business for up to 60 minutes, 
with the first half hour under the con-
trol of the Democratic leader or his 
designee, and the second half hour 
under the control of the majority lead-
er or his designee; provided that fol-
lowing morning business, the Senate 
proceed to S. 1637, as under the pre-
vious order. 

I further ask consent that the Senate 
recess from 12:30 p.m., or upon conclu-
sion of the vote in relation to the Cant-
well amendment, until 2:15 p.m. for the 
weekly party luncheons. 

Mr. REID. Mr. President, as happens 
around here a lot of the time, the real 
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substance of what we do does not ap-
pear out here. What we have done is ex-
tremely important. We should be able 
to finish this bill tomorrow. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. FRIST. Mr. President, I appre-
ciate the comments of the assistant 
Democratic leader. We made real 
progress over the course of the week-
end and have a real understanding of 
how we will finish the bill in an orderly 
way. We will be working jointly to see, 
with the managers of the bill, it is fin-
ished tomorrow if at all possible. 

f 

PROGRAM 

Mr. FRIST. Tomorrow, following 
morning business, the Senate will re-
sume debate on the FSC JOBS bill. The 
vote on the motion to invoke cloture 
will be the first vote of the day. That 
vote will begin at noon. If cloture is in-
voked, we will then immediately pro-
ceed to a vote in relation to the Cant-
well amendment regarding unemploy-
ment insurance. 

Following disposition of the Cantwell 
amendment, we will continue to work 
through the remaining germane 
amendments to the bill. Additional 
votes, therefore, can be expected dur-
ing tomorrow’s session as we work to-
ward completion of the JOBS bill 
sometime later tomorrow. 

f 

ADJOURNMENT UNTIL 9:45 A.M. 
TOMORROW 

Mr. FRIST. Mr. President, if there is 
no further business to come before the 
Senate, I ask that the Senate stand in 
adjournment under the previous order. 

There being no objection, the Senate, 
at 6:45 p.m., adjourned until Tuesday, 
May 11, 2004, at 9:45 a.m. 

f 

NOMINATIONS 

Executive nominations received by 
the Senate May 10, 2004: 

THE JUDICIARY 

THOMAS B. GRIFFITH, OF UTAH, TO BE UNITED STATES 
CIRCUIT JUDGE FOR THE DISTRICT OF COLUMBIA CIR-
CUIT, VICE PATRICIA M. WALD, RETIRED. 

IN THE AIR FORCE 

THE FOLLOWING NAMED OFFICERS FOR APPOINTMENT 
TO THE GRADE INDICATED IN THE UNITED STATES AIR 
FORCE UNDER TITLE 10, U.S.C., SECTION 624: 

To be lieutenant colonel 

RANDALL M. ASHMORE, 0000 
ADAM G. BEARDEN, 0000 
SCOTT T. BROWN, 0000 
MICHAEL H. BRUMMETT, 0000 
DREXEL G. DEFORD JR., 0000 
DEAN E. DOERING, 0000 
KIRK W. EDENS, 0000 
ROBERT R. EDWARDS JR., 0000 
LARRY T. EPPLER, 0000 
MARK D. EVANS, 0000 
KURTIS W. FAUBION, 0000 
TIMOTHY L. FITZGERALD, 0000 
JOHN A. GRAVES, 0000 
D. SCOTT GUERMONPREZ, 0000 
JASON T. HALL, 0000 
KENNETH A. HILL, 0000 
SCOTT J. HILMES, 0000 
THOMAS M. HUNTER, 0000 
BRIAN K. JEFFERSON, 0000 
DAVID W. JOHNSON, 0000 
CYNTHIA A. JONES, 0000 
JEFFERY F. JONES, 0000 
SHOMELA R. LABEE, 0000 
HEATHER M. LANDON, 0000 
THOMAS A. LERNER, 0000 

CRAIG E. MAUCH, 0000 
CHARLES J. MCCLOUD JR., 0000 
JOSEPH B. MIRROW, 0000 
CATHERINE M. NELSON, 0000 
JOHN W. POWERS III, 0000 
PATRICK S. REESE, 0000 
STEVEN B. REESE, 0000 
RICHARD J. REISER, 0000 
ELMO J. ROBISON III, 0000 
R. BRUCE ROEHM, 0000 
RICHARD L. ROWE JR., 0000 
PHILIP E. RUTLEDGE II, 0000 
HERBERT C. SCOTT, 0000 
JAMES A. SPERL, 0000 
LUTHER W. SURRATT II, 0000 
MARYELLEN M. WINKLER, 0000 
JAMES O. WOOTEN, 0000 

THE FOLLOWING NAMED OFFICERS FOR APPOINTMENT 
TO THE GRADE INDICATED IN THE UNITED STATES AIR 
FORCE AND FOR REGULAR APPOINTMENT (IDENTIFIED 
BY AN ASTERISK (*)) UNDER TITLE 10, U.S.C., SECTIONS 
624 AND 531: 

To be lieutenant colonel 

LOZANO NOEMI ALGARIN, 0000 
BARBARA A. ANDERSON, 0000 
BERNADETTE A. ANDERSON, 0000 
BETTY L. ANDERSON, 0000 
JANETTE L. BAGGETT, 0000 
SUSAN F. BALL, 0000 
SHERI L. BALLARD, 0000 
LEOLYN A. BISCHEL, 0000 
YOLANDA D. BLEDSOE, 0000 
KEVIN J. BOHAN, 0000 
KELLY J. BREITBACH, 0000 
BEVERLY J. CANFIELD, 0000 
KAREN L. CHURCH, 0000 
KIMBERLY G. COLTMAN, 0000 
DOUGLAS G. COOK, 0000 
BARBARA M. COPPEDGE, 0000 
MICHAEL A. DEBROECK, 0000 
MARLA J. DEJONG, 0000 
STEPHEN K. DONALDSON, 0000 
TAMMY J. DOYLE, 0000 
CARRIE L. DUNNE, 0000 
STEVEN P. EBY, 0000 
SUSAN M. FEDRO, 0000 
DARLENE L. FOLEY, 0000 
ANNETTE S. GABLEHOUSE, 0000 
DANIEL E. GERKE, 0000 
JERRY E. GLATTFELT, 0000 
WILLIAM D. * GLOVER, 0000 
PENELOPE F. GORSUCH, 0000 
JERRY R. HARVEY JR., 0000 
LYNN M. HARVEY, 0000 
LISA M. HELMSGUBA, 0000 
RHONDA D. HOLDER, 0000 
MARY F. HORNBACK, 0000 
CHERYL Y. HOWARD, 0000 
MADELINE D. HOWELL, 0000 
KARI W. HOWIE, 0000 
SUSANNE M. HUMPHREYS, 0000 
ROBERT G. HUNT, 0000 
AMELIA L. HUTCHINS, 0000 
BILLYE G. HUTCHISON, 0000 
SUSAN JANO, 0000 
TRACY J. KAESLIN, 0000 
MARISSA KOCH, 0000 
GUYLENE D. KRIEGHFLEMING, 0000 
JULIE A. LEAL, 0000 
LAURA A. LEIGHNER, 0000 
JOHN R. LEITNAKER, 0000 
LEIGH A. LINDQUIST, 0000 
JANET K. LOGAN, 0000 
BONNIE L. MACK, 0000 
DEBORAH R. MARCUS, 0000 
STEPHEN J. MAZER, 0000 
MARY A. MCCUBBINS, 0000 
CHARLES M. MCDANNALD III, 0000 
BERNADETTE T. MCDERMOTT, 0000 
WANDA J. MCFATTER, 0000 
TERENCE J. MCMANUS, 0000 
CAROL L. MCTAGGART, 0000 
EDDIE T. MILLER, 0000 
JODY D. MILLER, 0000 
VIVIAN L. MILLER, 0000 
GLENDA M. MITCHELL, 0000 
MARGUERITE T. MITCHELL, 0000 
ROBYN A. MITCHELL, 0000 
DIANA R. MITTELSTEADT, 0000 
ANNETTE MOORE, 0000 
LOURDES D. R. MOORE, 0000 
PATRICIA R. MOORE, 0000 
LYNN P. MURPHY, 0000 
MARY J. NACHREINER, 0000 
ELEANOR C. NAZARSMITH, 0000 
PATRICK R. ONEILL, 0000 
BEVERLY D. OSTERMEYER, 0000 
KAREN L. OTTINGER, 0000 
BRENDA L. OWEN, 0000 
JANE K. PALMISANO, 0000 
CHRISTINE M. PETERS, 0000 
DEAN L. PRENTICE, 0000 
JAMES E. REINEKE, 0000 
DOMINICA R. RICE, 0000 
DIANE W. ROBINSON, 0000 
JULIETTE ROBINSON, 0000 
THERESA D. RODRIGUEZ, 0000 
JODY L. SABATINO, 0000 
KEVIN D. SCHARFF, 0000 
LISA A. SCHMIDT, 0000 
ROBIN L. SCHULTZE, 0000 
KAREN L. SCLAFANI, 0000 
JAMES L. SENN, 0000 
KIMBERLY D. SEUFERT, 0000 
LISA C. SHEEHAN, 0000 

RYAN M. SHERCLIFFE, 0000 
CHERRI L. SHIREMAN, 0000 
WILLIAM L. SHOPP, 0000 
LAWRENCE M. SHOVELTON, 0000 
CONSTANCE L. * SMITH, 0000 
GREGORY A. SMITH, 0000 
PATRICIA A. SMITH, 0000 
PETER A. SORENSEN, 0000 
CARLA M. SPIKOWSKI, 0000 
MARIA STANEK, 0000 
SHARION L. STONEULRICH, 0000 
JULIA G. STOSHAK, 0000 
JAIME E. SUAREZ, 0000 
DENISE M. TABARY, 0000 
TAMMY R. TENACE, 0000 
PATRICIA A. TOLES, 0000 
CHERYL SCHARNELL TROCK, 0000 
BARBARA A. TUITELE, 0000 
CHRISTINE S. UEBEL, 0000 
EUGENE J. J. WALL JR., 0000 
JUDY L. WARD, 0000 
NINA A. WATSON, 0000 
LIDIA P. WEBB, 0000 
MARY M. WHITEHEAD, 0000 
PATRICK J. WILLIAMS, 0000 
JANET L. WILSON, 0000 
BARBARA L. WRIGHT, 0000 

IN THE ARMY 

THE FOLLOWING NAMED OFFICERS FOR APPOINTMENT 
TO THE GRADE INDICATED IN THE RESERVE OF THE 
ARMY UNDER TITLE 10, U.S.C., SECTION 12203: 

To be colonel 

DONALD W. MYERS, 0000 
TERRY W. SWAN, 0000 

THE FOLLOWING NAMED OFFICERS FOR APPOINTMENT 
TO THE GRADE INDICATED IN THE RESERVE OF THE 
ARMY UNDER TITLE 10, U.S.C., SECTION 12203: 

To be colonel 

EDWARD L ALEXSONSHK, 0000 
MATTHEW T ALLAIRE, 0000 
TIMOTHY J ALLEN, 0000 
TRISTAN K ATKINS, 0000 
THOMAS N BAKER JR., 0000 
DARRYL J BALCAO, 0000 
JOHN K BEERS, 0000 
DAVID L BENSON, 0000 
ELLIOTT M BENSON, 0000 
WILLIAM S BITTNER JR., 0000 
GARY A BLACKHURST, 0000 
RICHARD A BLAIN, 0000 
FRANK E BLAKELY, 0000 
STEVEN E BLANTON, 0000 
RICHARD N BOPP JR., 0000 
MARK W BORRESON, 0000 
JEFFREY H BOTHEN, 0000 
JOHN W BUCKLEY, 0000 
THOMAS L BUCY, 0000 
CHARLES D BULLOCK, 0000 
ROGER D CAGLE, 0000 
MICHAEL D CAREY, 0000 
JOHN P CARPENTER, 0000 
STEVEN W CARTER, 0000 
EDWARD P CASTLE, 0000 
CURTIS A CHAMBELLAN, 0000 
JOE F CHARSAGUA, 0000 
MARK L CHRISTENSEN, 0000 
ROBERT R CHURCH, 0000 
EDWARD S CLARK, 0000 
TONY L CLARK, 0000 
TODD C CONORMON, 0000 
ROBERT L COONEY, 0000 
ZANDREW F COVINGTON, 0000 
JOHN R CRESWELL, 0000 
JOHN R DABROWSKI, 0000 
EDWARD L DAVIS, 0000 
BARRY A DEFOOR, 0000 
JAMES E DICKEY, 0000 
JOHN M DOLAN, 0000 
ROBERT L DOMENICI, 0000 
TIMOTHY J DORN, 0000 
JAMES H DOTY JR., 0000 
STEVEN C EDGE, 0000 
RICHARD C EDWARDS, 0000 
DALE N EGGER, 0000 
STEVEN J ELLIOTT, 0000 
JONATHAN E FARNHAM, 0000 
MARK S FENICE, 0000 
HUGO J FISCHER, 0000 
ERIC G FLAXMAN, 0000 
LAWRENCE I FLEISHMAN, 0000 
BURTON K FRANCISCO, 0000 
EDWARD G FRIAR, 0000 
WILLIAM E FULMER, 0000 
RICHARD S GEBELEIN, 0000 
ROBERT T GILBERT, 0000 
ROBERT D GLOVER, 0000 
THEODORE R GRAHL II, 0000 
DARYL A GRAY, 0000 
VERNON E GREENE JR., 0000 
CARY C GRIFFITH, 0000 
ROBIE B GRIGSBY, 0000 
ANDREW M GRIMALDA, 0000 
JAMES G HAMPTON JR., 0000 
GRADY F HANNAH, 0000 
RAYMOND L HAWKINS JR., 0000 
JOHN A HEATH, 0000 
CHRISTOPHER C HENES, 0000 
EDMUND G HERALD, 0000 
RONALD K HERRINGTON, 0000 
CLAY E HICKS, 0000 
LLOYD H HICKS, 0000 
VINCENT T HITCHCOCK, 0000 
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PHILIP J HOFFMAN, 0000 
PAUL C HOLTHAUS, 0000 
JAY J HOOPER, 0000 
DANIEL T HOSKINS, 0000 
DANIEL P HUGHES, 0000 
RANDY A HURTT, 0000 
TIMOTHY A HYBART, 0000 
JOHN L IRVIN JR., 0000 
BYRON D JACKSON, 0000 
JONATHAN R JACKSON, 0000 
GERARD J JANOUSEK, 0000 
MATTHEW E JANZE, 0000 
BERNIE E JOHNSON, 0000 
ROBERT W JOHNSON, 0000 
ROBERT L JONES, 0000 
ROGER L JONES, 0000 
LOUIS M JURNEY JR., 0000 
ANNA M KACZMARSKI, 0000 
TIMOTHY J KADAVY, 0000 
BOBBY H KALLAM, 0000 
PETER T KARNOWSKI, 0000 
MICHAEL C KAVANAUGH, 0000 
GLENN A KESSELMAN, 0000 
ROGER A KESSLER, 0000 
KENNETH L KIELMAN, 0000 
JENIFER S KILCULLEN, 0000 
MALCOLM F KIRSOP, 0000 
FRANK M KISLAN, 0000 
GERRY L KITZHABER, 0000 
ROBERT J KNIGHT, 0000 
KATHERINE J KOBLINER, 0000 
GREGORY J KOENDERS, 0000 
CLARENCE R KOHS, 0000 
KENNETH A KOON, 0000 
ARTHUR D KOPPERSMITH, 0000 
EDWARD J KORNISH, 0000 
DENNIS E KUBENA, 0000 
PETER M KUJAWSKI, 0000 
THOMAS C KURASIEWICZ, 0000 
THOMAS F LAMIE, 0000 
DAVID N LANGLEY, 0000 
GREGORY W LANGLEY, 0000 
CLIFFORD B LAPETODA, 0000 
DWAIN J LEBLEU, 0000 
WENDY G LELAND, 0000 
DAVID S LEO, 0000 
PAUL R LEVEILLEE, 0000 
MICHAEL C LEWIS, 0000 

RICHARD L LITTLE, 0000 
DAVID B LOBB, 0000 
JONATHAN S LOCKWOOD, 0000 
MICHAEL W LOFTIS, 0000 
JOHN W LOGAN, 0000 
DANIEL J LOUVIERE, 0000 
DAVID J LUSARDI, 0000 
JANET E LYNCH, 0000 
KELLY Z LYNCH, 0000 
JOHN L LYON, 0000 
ROBERT T MACEACHERN, 0000 
WILLIAM M MALOAN, 0000 
ANGEL L MATOS, 0000 
PHILIP K MCMILLAN, 0000 
KEVIN L MCNEELY, 0000 
THOMAS F MERIGAN JR., 0000 
PHILIP K MILLER, 0000 
RICHARD S MILLER, 0000 
ROBERT H MILLER II, 0000 
KENNETH M MOORE, 0000 
SUSAN L NIEMETZ, 0000 
MARY R NORRIS, 0000 
JOSEPH G OCONNOR, 0000 
STANLEY J OLIVERAS, 0000 
DAVID W OSBORN, 0000 
STEVEN A PALUMBO, 0000 
EDGARDO PENA, 0000 
VICTOR PEREZ, 0000 
ROBERT A PIAZZA, 0000 
MARVIN POLK, 0000 
DALE R POMMERENING, 0000 
CHERYL L POPPE, 0000 
MARY C PRIBBLE, 0000 
SAUL RANGEL, 0000 
PRICE L REINERT, 0000 
JACK F ROBINSON JR., 0000 
TURNER A ROUSE, 0000 
MICHAEL C RUDZINSKI, 0000 
DAVID E RUNNER, 0000 
BRYAN L SAUCERMAN, 0000 
JOHN A SCOCOS, 0000 
GARY M SHAFFER, 0000 
WILLIAM P SHEA, 0000 
WILLIAM W SMATHERS, 0000 
LIONEL F SOLIS, 0000 
JEFFREY L STUART, 0000 
CHARLES M TERRILL, 0000 
GUY E THOMAS, 0000 

MARTIN L TITTLE, 0000 
HAROLD TODDIE, 0000 
DAVID A TOKUHISA, 0000 
JAMES O TRENT, 0000 
ROBERT L TUCKER JR., 0000 
DAVID H TURK, 0000 
JOHN V VANDERBLEEK, 0000 
THOMAS G VAVERKA, 0000 
NEIL A VESTERMARK, 0000 
KEVIN D VOIGTS, 0000 
JAMES C WAGNER, 0000 
JOEL P WARD, 0000 
STEVEN L WATKINS, 0000 
SAMUEL H WELCH, 0000 
DAVID A WEMHOFF, 0000 
FREDERICK J WEST, 0000 
ROBERT E WILLIAMS, 0000 
MARIO F WOZNIAK, 0000 
STEVEN E WUJCIAK, 0000 
DUANE L ZEZULA, 0000 
EDWARD M ZOELLER, 0000 

THE FOLLOWING NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE INDICATED IN THE UNITED STATES ARMY 
CHAPLAINS AND FOR REGULAR APPOINTMENT UNDER 
TITLE 10, U.S.C., SECTIONS 531, 624, AND 3064: 

To be major 

SCOTT R. SHERRETZ, 0000 

THE FOLLOWING NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE INDICATED IN THE UNITED STATES ARMY 
MEDICAL CORPS UNDER TITLE 10, U.S.C., SECTIONS 624 
AND 3064: 

To be major 

ROBERT F. SETLIK, 0000 

IN THE NAVY 

THE FOLLOWING NAMED OFFICER FOR APPOINTMENT 
TO THE GRADE INDICATED IN THE UNITED STATES NAVY 
UNDER TITLE 10, U.S.C., SECTION 624: 

To be lieutenant commander 

SUSAN C. FARRAR, 0000 
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TRIBUTE TO MR. BILL CECIL 

HON. MIKE ROGERS 
OF MICHIGAN 

IN THE HOUSE OF REPRESENTATIVES 

Monday, May 10, 2004 

Mr. ROGERS of Michigan. Mr. Speaker, I 
rise to recognize Bill Cecil, of Waverly Inter-
mediate School in Lansing, who was chosen 
as Michigan’s Teacher of the Year for 2003– 
2004. For the past 16 years, Mr. Cecil has 
been a dedicated and passionate educator 
and mentor for his students. 

Mr. Cecil created the ‘‘Best Year Ever’’ pro-
gram as a means of getting his students ex-
cited about the challenges and opportunities of 
a new school year. The program places an 
emphasis on working together as a team to 
achieve common goals, while stressing the im-
portance of attitude, effort and attendance. Ad-
ditionally, Mr. Cecil is a strong advocate of pa-
rental involvement in a child’s success, and he 
encourages such participation within his class-
room. 

Mr. Cecil’s positive attitude and tireless 
dedication to making a difference in the lives 
of his students makes him an ideal selection 
for Michigan’s Teacher of the Year. Further-
more, his enthusiasm and creativity make him 
a model of success for students, parents and 
teachers across the country. 

On behalf of my constituents of Michigan’s 
Eighth Congressional District, I ask my col-
leagues to join with me in recognizing Bill 
Cecil for this well-deserved honor, Michigan’s 
Teacher of the Year. 

f 

DEPLORING ABUSE OF PERSONS 
IN UNITED STATES CUSTODY IN 
IRAQ 

SPEECH OF 

HON. TODD TIAHRT 
OF KANSAS 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, May 6, 2004 

Mr. TIAHRT. Mr. Speaker, Like all Ameri-
cans, I am appalled and saddened at the re-
cent reports and pictures out of Abu Ghraib 
prison in Iraq which show inexcusable treat-
ment of Iraqi prisoners by a handful of Amer-
ican soldiers. 

While these acts of humiliation apparently 
were committed by a very, very small number 
of our troops and contractors serving in Iraq, 
the image of our entire nation has been tar-
nished. 

I believe Congress must closely examine 
these revelations of misconduct and those 
who are responsible, both directly and indi-
rectly, should face swift and appropriate pun-
ishment. 

Unfortunately, the damage they have done 
to America’s standing in the Arab community 
and the world will take far longer to repair. 

Mr. Speaker, I believe that the outstanding 
men and women of our armed forces in Iraq— 

nearly all of whom had absolutely no part in 
this reprehensible behavior—can indeed repair 
the damage that has been done by an irre-
sponsible few. Every day these brave men 
and women courageously perform their duties 
with honor as part of our efforts to give the 
Iraqi people a lasting democracy. 

Throughout our history, America has been 
known for its compassion, decency, and sense 
of fairness and I am confident that through a 
continued commitment to democracy and 
human rights not only in Iraq, but around the 
world, we will remain what Abraham Lincoln 
called ‘‘The Last Great Hope on Earth.’’ 

f 

CODIFICATION OF TITLES 41 AND 
46 OF THE UNITED STATES CODE 

HON. F. JAMES SENSENBRENNER, JR. 
OF WISCONSIN 

IN THE HOUSE OF REPRESENTATIVES 

Monday, May 10, 2004 

Mr. SENSENBRENNER. Mr. Speaker, today 
I am introducing bills to complete the codifica-
tion of titles 41 (Public Contracts) and 46 
(Shipping) of the United States Code as posi-
tive law. This bill has been prepared by the 
Office of the Law Revision Counsel of the 
House of Representatives as a part of the re-
sponsibilities of that office to prepare and sub-
mit to the Committee on the Judiciary for en-
actment into positive law all titles of the United 
States Code. This bill makes no change in the 
substance of existing law. 

Anyone interested in obtaining a copy of the 
bill and a description of the bill, containing a 
section-by-section summary, should contact 
the Office of the Law Revision Counsel, U.S. 
House of Representatives, H2–304 Ford 
House Office Building, Washington, D.C., 
20505–6711. The telephone number is (202) 
226–2411. 

Persons wishing to comment on the bill 
should submit those comments to the Office of 
the Law Revision Counsel no later than 45 
days after today’s date. 

f 

PERSONAL EXPLANATION 

HON. JOE BACA 
OF CALIFORNIA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, May 10, 2004 

Mr. BACA. Mr. Speaker, on roll call vote 
nos. 147, 148, 159, 150, 151, and 152, for 
personal reasons, I was unable to be in the 
Chamber when the time elapsed on the vote. 

Had I been able to vote, I would have voted 
‘‘no’’ on roll call vote 147 and ‘‘aye’’ for roll call 
votes 148, 149, 150, 151, and 152. 

IN HONOR OF THE SURVIVORS 
AND VICTIMS OF THE PONTIAN 
GENOCIDE 

HON. CAROLYN B. MALONEY 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Monday, May 10, 2004 

Mrs. MALONEY. Mr. Speaker, I rise to pay 
tribute to the survivors and victims of the 
Pontian Genocide of 1915–1923. 

Few Americans are aware of the Pontian 
Genocide, a bloody period of ethnic cleansing 
that erased a community of Hellenes that had 
lived in Pontus, along the southern coast of 
the Black Sea in what is now northern Turkey, 
for more than 3 millennia. In addition to overt 
acts of murder, the Turkish Government em-
ployed a deliberate strategy of displacing peo-
ple, without taking measures for their survival, 
by exposing them to death, hunger, and ill-
ness. 

During a bloody 8-year reign of terror, the 
Turkish Government orchestrated the killing or 
displacement of 353,000 Greeks, Armenians, 
and Assyrians who had been living in Pontus. 
Thousands of people were murdered outright. 
The rest were uprooted and forcibly marched 
across the Anatolian border, without food or 
other provisions, to the Syrian border. Roughly 
half of the people who were taken from their 
homes died or were murdered. Many women 
were raped. The survivors suffered extraor-
dinary hardship as they made their way to 
Hellas and the Soviet Union. Today, they and 
their descendants live throughout the Greek 
diaspora. 

Despite the huge number of people who 
died or were displaced, most of the world paid 
no attention to their suffering. The fact that so 
many people could be murdered or removed 
from their homes without facing any con-
sequences empowered future genocidal re-
gimes to take similar actions. 

The suffering of the victims of the Pontian 
Genocide must never be forgotten. Only by re-
membering the horrors of the past can we 
hope to prevent a recurrence. On May 16, 
2004, members of the Pan-Pontian Federation 
will pay solemn homage to the victims in the 
hope that acknowledgment and awareness of 
these shameful events will not only teach fu-
ture generations, but also will help mankind 
prevent such crimes from being repeated. 

Mr. Speaker, I ask my colleagues to join me 
in honoring the Pan-Pontian Federation as 
they honor the sacrifices and memory of their 
noble ancestors. May the victims of the 
Pontian Genocide rest in peace. 

f 

THE EISENHOWER LEGACY 

HON. TODD RUSSELL PLATTS 
OF PENNSYLVANIA 

IN THE HOUSE OF REPRESENTATIVES 

Monday, May 10, 2004 

Mr. PLATTS. Mr. Speaker, as the Member 
with the proud privilege of representing the 
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19th Congressional District, including Gettys-
burg, Pennsylvania, I have tremendous admi-
ration and respect for this Nation’s thirty-fourth 
President, Dwight D. Eisenhower. 

When President Eisenhower left the White 
House in January of 1961, he and his wife 
Mamie settled down on their small farm in 
Gettysburg to enjoy their retirement together. 
This farm remains a popular tourist attraction 
today. 

The former Supreme Commander of the Al-
lied Troops on D–Day, Supreme Commander 
of NATO, and President of the United States 
passed away on March 28, 1969. On the 35th 
anniversary of this loss, John Burke Jovich, a 
Presidential Historian and constituent of the 
19th Congressional District, wrote a remem-
brance of Ike that very effectively captured the 
character of this great American. I am honored 
to commend this article to my colleagues. 
THE EISENHOWER LEGACY . . . REMEMBERING 

IKE ON 35TH ANNIVERSARY OF HIS DEATH 
It seems that Americans have a funny way 

of remembering their past presidents. Last 
November 22nd, for example, the 40th anni-
versary of the assassination of President 
John F. Kennedy, our nation was barraged 
with television specials and print commemo-
rations focusing on JFK’s life and death. 
Even during the non-milestone years, there 
is always some public reminder of President 
Kennedy on the 22nd of November. 

But do we remember the deaths of those 
presidents who served immediately before 
and after Kennedy? Do we bother to observe 
the death of Harry Truman each December, 
or Dwight Eisenhower in March, Lyndon 
Johnson in January, or Richard Nixon each 
May? 

Of course not. 
None of those presidents were assassinated. 

They did not die suddenly in office. And all 
four lived into their senior years and enjoyed 
the elder statesman status that comes with 
presidential longevity. 

It was thirty-five years ago today, March 
28, when Dwight David Eisenhower passed 
away at Walter Reed Army Hospital. As his 
wife, Mamie, held his hand in hers, he spoke 
his last words to her and their son, John: 
‘‘I’ve always loved my wife. I’ve always loved 
my children. I’ve always loved my grand-
children. And I have always loved my coun-
try. I want to go; God take me.’’ 

Americans called him Ike. He was the com-
manding military figure of the 1940s, the 
dominant national leader of the ’50s, and the 
respected elder statesman of the ’60s. He had 
an enduringly handsome grin, and Mamie’s 
curls were as much a trademark in her day 
as Farrah Fawcett’s locks became twenty 
years later. 

Over the years, several historians have 
made the mistake of discrediting Eisen-
hower’s two administrations over his habit 
of relying heavily on the advisement of pres-
idential aides. While Ike did not possess 
quite the persuasive personality of Franklin 
Roosevelt or the cajoling force of Lyndon 
Johnson’s in-your-face prevalence, he 
worked equally hard to achieve his goals. 

As president, Eisenhower worked dili-
gently with the United Nations to end the 
Korean War shortly after taking office. He 
lobbied behind the scenes to put the brakes 
on Joe McCarthy’s red-baiting hearings. Ike 
dispatched federal troops to Little Rock to 
allow black students to safely enroll at the 
all-white Central High. It was on Eisen-
hower’s watch, not those of Kennedy and 
Johnson, upon which NASA was initially 
formed and the Mercury 7 Space Program es-
tablished. And it was Ike, in his last nation-
ally-televised address as president, who 
warned the American people about the emi-

nent dangers of the military-industrial com-
plex, a full three years prior to the Gulf of 
Tonkin Resolution and the tragic escalation 
of the Viet Nam War. 

But perhaps the most crowning of all Ei-
senhower’s achievements as president was 
his determined work with a Democratic Con-
gress to establish this nation’s interstate 
highway system, which today stretches some 
42,000 miles across our land. 

The idea for such a national undertaking 
occurred to Ike as a young first-ever Tank 
commander in the Army at Camp Colt (Get-
tysburg) during World War I. He witnessed 
what can happen when entire brigades of 
tanks and artillery became mired in mud or 
fell off impassable roads. He told fellow offi-
cers that if he ever achieved an important 
position in public service, one of his goals 
would be to create a magnificent system of 
highways for the convenience of all Ameri-
cans. 

Today, whenever you see one of those fa-
miliar blue and white signs adorned with five 
stars along the interstate that read, ‘‘Eisen-
hower Interstate System,’’ think of Ike. 

Dwight Eisenhower was not a perfect indi-
vidual. But his affable and honorable disposi-
tion made him friends all his life. He was a 
brilliant military tactician and a gifted lead-
er among men. But he was also very much a 
common man who preferred watching 
‘‘Gunsmoke’’ on the back porch of his Get-
tysburg farmhouse while eating a TV dinner 
atop a tray, as opposed to hosting a formal 
dinner at the White House. 

One of the classic stories about Eisenhower 
occurred one evening in Washington. The 
President picked up the telephone and asked 
the switchboard operator to please get Sen-
ator Young on the line. After a couple of 
minutes, the senator respectfully said, 
‘‘Good evening, Mr. President.’’ 

‘‘Hello, Milt, I want to touch base with you 
about the status of our Agricultural bill. 
These Democrats on that committee are 
holding this thing up and . . .’’ 

The senator on the other end of the line at-
tempted to interrupt Ike, saying, ‘‘But Mr. 
President. . .’’ 

Eisenhower ignored him and kept on urg-
ing the senator to get fellow Republican sen-
ators together and ‘‘talk some sense to those 
Democrats about this legislation. . .’’ 

The senator again tried to interrupt Ike, 
without success. 

Finally, the senator raised his voice and 
said, ‘‘Mr. President, this is Senator Steve 
Young, not Senator Milt Young.’’ 

Stunned, Ike realized that the White House 
operator had mistakenly called the Demo-
cratic Senator Stephen Young from Ohio 
rather than the Republican Senator Milton 
Young from North Dakota. 

Ike muttered, ‘‘Oh damn,’’ and hung up. 
Despite the error, Senator Young of Ohio 

continued to like Ike. 
And so did America. 

f 

RECOGNIZING THE IMPORTANCE 
OF INCREASING AWARENESS OF 
AUTISM 

SPEECH OF 

HON. ALCEE L. HASTINGS 
OF FLORIDA 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, May 5, 2004 

Mr. HASTINGS of Florida. Mr. Speaker, ac-
cording to the Autism Society of America, au-
tism is the fastest growing developmental dis-
ability in the country. Growing at a rate of 10– 
17 percent every year, it is estimated that au-

tism could affect a staggering four million 
Americans in the coming decade. 

Despite these alarming figures, autism is an 
issue that is simply not getting enough atten-
tion. For whatever reason, society appears to 
be all too quick to overlook the matter. It is the 
duty of this House to ensure not only that au-
tism research is intensified, but also that au-
tism awareness is increased. H. Res. 605 ad-
dresses both of these key endeavors. 

The cost of autism-related services such as 
evaluations, home programs, and therapies is 
expensive. Many families across the nation 
are having to bare the financial burden of 
these services with limited assistance. Accord-
ing to the Autism Society of America, the cost 
of lifelong care can be reduced by two thirds 
with early diagnosis and intervention. There-
fore, in the long run, increased spending on 
early detection would, in fact, ease the finan-
cial burden of treating individuals with autism. 

Autism is a so-called ‘‘spectrum disorder.’’ 
Thus, it effects individuals to varying degrees 
of severity. Accordingly, early detection of au-
tism would enable individuals with autism to 
receive the necessary attention and treatment 
to meet their respective needs. This, in turn, 
increases his or her chances of living with 
minimal disability related difficulties. Later in 
life, worker-training programs provide an addi-
tional and invaluable opportunity for individuals 
to get the necessary training to help them par-
ticipate effectively in the workforce. 

In conclusion, I reiterate my support for H. 
Res. 605, and urge all of my colleagues to 
support this important bill. We must all work 
together to curb the increase in autism and to 
raise awareness about the nature of the dis-
ability. 

f 

TRIBUTE TO KAITLIN ASHLEY 
KAZANJIAN 

HON. MARTIN T. MEEHAN 
OF MASSACHUSETTS 

IN THE HOUSE OF REPRESENTATIVES 

Monday, May 10, 2004 

Mr. MEEHAN. Mr. Speaker, I rise today to 
remember a young woman, Kaitlin Kazanjian, 
whose life was tragically ended on November 
5, 2003, at the age of 16. 

Kaitlin Ashley Kazanjian, a resident of Palm 
Beach Gardens, FL, with close ties to a promi-
nent Greater Lowell family in my district, died 
as a result of injuries sustained in an auto-
mobile accident. Kaitlin Kazanjian was riding 
in the passenger seat of a classmate’s auto-
mobile when control of the vehicle was lost 
and it crashed. 

Kaitlin was born in Palm Beach Gardens, on 
April 22, 1987. Her parents, John and Joanne 
Natsios Kazanjian were proud of their daugh-
ter, not just for the cheerful girl she was, but 
also for the happiness she brought to them, as 
well as everyone who knew her. in addition to 
her parents, she is survived by a sister, Kristin 
Kazanjian, and a brother, John S. Kazanjian, 
both of Palm Beach Gardens. 

For decades the Kazanjian family name has 
been synonymous with that of a hard-working 
family that has dedicated itself to the better-
ment of the Lowell, Massachusetts community. 
The intersection of Dutton and Fletcher 
Streets in Lowell, Massachusetts has long 
been identified with one of the Kazanjian fam-
ily businesses. It was at this intersection, on 
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December 20, 2003 that many members of 
the Kazanjian family and friends gathered to 
remember this beautiful girl and a horrible, 
tragic loss. 

Kaitlin Kazanjian was taken from us too 
soon. Her sudden loss has devastated her 
family and friends. Despite this terrible trag-
edy, a wonderful outpouring of support has 
helped Kaitlin’s loved ones cope and continue 
on with their lives. 

On Friday, May 14, 2004, and each year fol-
lowing, the Kazanjian Family and friends will 
continue to honor the memory of Kaitlin with 
the establishment of the Kaitlin A. Kazanjian 
Charitable Foundation, which will benefit local 
charity organizations. 

But the true tribute to Kaitlin will lie in the 
hearts of family and friends and the unflinch-
ing commitment to honor her life and preserve 
her legacy and memory. 

f 

DEPLORING ABUSE OF PERSONS 
IN UNITED STATES CUSTODY IN 
IRAQ 

SPEECH OF 

HON. HENRY A. WAXMAN 
OF CALIFORNIA 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, May 6, 2004 

Mr. WAXMAN. Mr. Speaker, I rise in strong 
opposition to H. Res. 627. 

We could have passed a resolution with 
unanimous support today. American abuses of 
Iraqi detainees at the Abu Ghraib prison are 
deplorable. They are inhumane. They are im-
moral. They are inimical to everything America 
stands for. We universally condemn them. 

And there is also unanimous support that 
every perpetrator of these crimes must be 
punished, that their superiors must be held ac-
countable, and that our government must en-
sure that such atrocities never happen again. 

This resolution would not be on the floor 
today, and our international standing would 
not be in tatters, if the administration had 
acted differently. The administration’s instinct 
to ignore bad news and suppress evidence of 
mistakes is fundamentally wrong. It is telling 
that just a few days ago, Defense Secretary 
Rumsfeld and General Myers, chairman of the 
Joint Chiefs of Staff, said that they hadn’t 
even read Major General Taguba’s March 9 
damning report on the abuses. 

This administration has failed the military, 
the American people, the Iraqi people, and the 
international community. A congressional in-
vestigation is critical to get to the bottom of 
this scandal and to attempt to salvage what is 
left of our standing in the world. 

That is why H. Res. 627 is so disappointing. 
We were presented with a resolution that 
‘‘urges’’ the Secretary of the Army to inves-
tigate abuses at Abu Ghraib prison and ‘‘reaf-
firms the need for Congress to be frequently 
updated.’’ 

This resolution asks the Bush administration 
to investigate itself. Yet this is an administra-
tion that does not even acknowledge mis-
takes, let alone accept responsibility to correct 
them. It has never found the person respon-
sible for leaking the identity of a covert CIA 
agent to the press. It took no action against Lt. 
Gen. William G. Boykin, deputy under sec-
retary of defense for intelligence and war-fight-
ing, for his egregious anti-Muslim statements. 

It responded to Richard Clarke’s revelations 
with an all-out assault on his character and 
reputation. To this day, the administration has 
not accounted for its use of bad intelligence to 
justify the war in Iraq, including the fabricated 
claims that Iraq attempted to obtain uranium 
from Niger. 

In effect, this resolution abdicates Congress’ 
institutional oversight responsibilities. This is a 
profound mistake. Just think how different our 
situation would be today if Congress had not 
relinquished its constitutional obligation to in-
vestigate the administration’s many Iraq policy 
failures. 

The resolution neatly concludes—without 
evidence—that only ‘‘a handful of individuals’’ 
are involved in prisoner abuse. But none of us 
knows how many individuals were involved or 
how high up the chain of command they go. 

This resolution also fails to mention the two 
private companies, CACI International and 
Titan Corporation, which have contract em-
ployees at Abu Ghraib prison. According to 
accused soldiers, civilian contractors con-
ducted interrogations and ‘‘urged military po-
lice . . . to take steps to make prisoners more 
responsive to questioning.’’ One of the sol-
diers has claimed that civilian contractors were 
involved in an interrogation that left a prisoner 
dead. Military investigators have said that a 
CACI instructor was fired for allowing or in-
structing military police to ‘‘facilitate interroga-
tions by setting [unauthorized] conditions.’’ 
And in his damning report, Major General An-
tonio Taguba concluded that two CACI em-
ployees were among those ‘‘either directly or 
indirectly responsible for the abuse at Abu 
Ghraib.’’ 

Yet the resolution simply ignores these facts 
and the serious implications they raise. 

Mr. Speaker, the Republican leadership 
could have achieved a unanimous vote in a 
constructive, bipartisan effort if it had chosen 
to. But instead it decided to put before the 
House a resolution asking this administration 
to hold itself accountable. That is simply the 
wrong approach. 

Congress must accept its constitutional du-
ties and conduct a thorough investigation. And 
we must work as hard as we can to try to 
begin to repair the damage that has been 
done. 

f 

IN HONOR OF SISTER JEANNE 
O’LAUGHLIN 

HON. KENDRICK B. MEEK 
OF FLORIDA 

IN THE HOUSE OF REPRESENTATIVES 
Monday, May 10, 2004 

Mr. MEEK. Mr. Speaker, I rise to honor and 
recognize the achievements of a truly great 
and gifted leader in our community. On June 
20, 2004, Sister Jeanne O’Laughlin will step 
down as president of Barry University. To the 
people in South Florida, that is almost like 
saying that the sun will rise from now on in the 
North, it is that big a change, because Sister 
Jeanne, as she is affectionately known to vir-
tually everyone, has contributed so much to 
the best of who we are, and what we would 
like to become. I am proud to be a member 
of the board of directors of Barry University, 
so I have worked with Sister Jeanne and seen 
her work first-hand. 

Sister Jeanne has served as Barry Univer-
sity’s fifth president for the past 23 years. In 

1981, she took over the helm of what was 
then Barry College, a small Catholic institution 
of higher learning in Miami Shores, FL, with 
1,750 students. It was not long, however, until 
she brought her considerable power to bear 
on building up Barry College—not for the sake 
of construction, although construct she did. 
She added 38 buildings to the institution, dou-
bled the number of academic schools, in-
creased the number of students to over 9,000 
and turned Barry into a full-fledged Univer-
sity—now the fourth largest private University 
in Florida. 

She built up the University in order to meet 
specific and critical needs in our community 
and in our nation. She saw that there were in-
creasing needs for highly trained health pro-
fessionals; Sister Jeanne saw to if that Barry 
University met that need. She saw that minor-
ity students had trouble getting into college; 
she established programs at Barry to create 
new opportunities for them, making Barry one 
of the leading minority-graduating institutions 
in Florida. She also looked outside her cam-
pus and saw needs in the surrounding neigh-
borhoods, and created curriculums and pro-
grams focused on the people living there. 

Sister Jeanne will always be known for her 
commitment to issues she held dear, such as 
the advancement of women in education and 
in human rights at home and abroad. When 
three young Chinese women sought political 
asylum in South Florida, it was Sr. O’Laughlin 
who took up their cause and got the Immigra-
tion and Naturalization Service to withdraw its 
opposition to political asylum, thereby allowing 
the three young women to stay. And when 
young Haitian children needed sponsors to get 
out of government detention and into the com-
munity, Sister Jeanne was there to make that 
happen. 

Sister Jeanne has chaired many charities 
and non-profits, and has used her fundraising 
skills to help countless organizations. A meas-
ure of her influence was her membership in 
the Non-Group in Miami, which was composed 
of the most important movers and shakers in 
the community. She held her own with the 
CEOs of billion-dollar corporations, just as she 
did with the parents of children in her neigh-
borhood who needed health care but could not 
pay for it. Her honors and accolades are 
countless, and her accomplishments are ex-
traordinary—mostly because she is so good 
and so great, that it is impossible to tell her 
no. 

Sister Jeanne O’Laughlin was the engine 
that powered tremendous growth and ex-
panded opportunity at Barry University, and 
has been a symbol of enlightened and integ-
rity. As she now moves into a new period of 
her life, I wish her joy and happiness: I know 
she will be successful. Her involvement and 
contribution have left an indelible mark on 
Barry University, on all of South Florida, and 
indeed on everyone who ever had the good 
fortune of crossing her path. 

f 

SENATE COMMITTEE MEETINGS 

Title IV of Senate Resolution 4, 
agreed to by the Senate on February 4, 
1977, calls for establishment of a sys-
tem for a computerized schedule of all 
meetings and hearings of Senate com-
mittees, subcommittees, joint commit-
tees, and committees of conference. 
This title requires all such committees 
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to notify the Office of the Senate Daily 
Digest—designated by the Rules Com-
mittee—of the time, place, and purpose 
of the meetings, when scheduled, and 
any cancellations or changes in the 
meetings as they occur. 

As an additional procedure along 
with the computerization of this infor-
mation, the Office of the Senate Daily 
Digest will prepare this information for 
printing in the Extensions of Remarks 
section of the CONGRESSIONAL RECORD 
on Monday and Wednesday of each 
week. 

Meetings scheduled for Tuesday, May 
11, 2004 may be found in the Daily Di-
gest of today’s RECORD. 

MEETINGS SCHEDULED 

MAY 12 

9:30 a.m. 
Commerce, Science, and Transportation 

To hold hearings to conduct a tele-
communications policy review, focus-
ing on a view from the industry. 

SR–253 
Environment and Public Works 

To hold hearings to examine the environ-
mental regulatory framework affecting 
oil refining and gasoline policy. 

SD–406 
Foreign Relations 

To hold hearings to examine continuing 
challenges in Afghanistan. 

SD–419 
10 a.m. 

Appropriations 
Defense Subcommittee 

To hold hearings to examine proposed 
budget estimates for fiscal year 2005 for 
the Department of Defense. 

SH–216 
Governmental Affairs 

To continue hearings to examine tax 
payer dollars subsidizing diploma 
mills. 

SD–342 
Indian Affairs 

To hold hearings to examine S. 1715, to 
amend the Indian Self-Determination 
and Education Assistance Act to pro-
vide further self-governance by Indian 
tribes. 

SR–485 
2 p.m. 

Judiciary 
To hold hearings to examine S. 2013, to 

amend section 119 of title 17, United 
States Code, to extend satellite home 
viewer provisions. 

SD–226 

MAY 13 

9:30 a.m. 
Judiciary 
Constitution, Civil Rights and Property 

Rights Subcommittee 
Business meeting to consider S.J. Res. 

23, proposing an amendment to the 
Constitution of the United States pro-
viding for the event that one-fourth of 
the members of either the House of 
Representatives or the Senate are 
killed or incapacitated. 

SD–226 

Foreign Relations 
To hold hearings to examine combating 

corruption in the multilateral develop-
ment banks. 

SD–419 
10 a.m. 

Agriculture, Nutrition, and Forestry 
To hold hearings to examine Commodity 

Futures Trading Commission regu-
latory issues. 

SD–106 
Health, Education, Labor, and Pensions 
Children and Families Subcommittee 

To hold hearings to examine causes, re-
search and prevention of premature 
births. 

SD–430 
Judiciary 

Business meeting to consider pending 
calendar business. 

SD–226 
Joint Economic Committee 

To hold hearings to examine the costs of 
health services regulations. 

SD–628 
2:30 p.m. 

Armed Services 
Readiness and Management Support Sub-

committee 
To hold hearings to examine acquisition 

policy issues in review of the Defense 
Authorization Request for fiscal year 
2005. 

SR–222 
Commerce, Science, and Transportation 
Science, Technology, and Space Sub-

committee 
To hold hearings to examine social 

science data on the impact of marriage 
and divorce on children. 

SR–253 
Intelligence 

Closed business meeting to consider cer-
tain intelligence matters. 

SH–219 

MAY 17 

2 p.m. 
Aging 

To hold hearings to examine how the 
Equal Employment Opportunity Com-
mission’s recent rule affects retiree 
health benefits. 

SD–628 

MAY 18 

9:30 a.m. 
Foreign Relations 

To hold hearings to examine the way 
ahead in Iraq. 

SD–419 
10 a.m. 

Energy and Natural Resources 
To hold hearings to examine implica-

tions of a recent change in reporting of 
small business contracts by the De-
partment of Energy. 

SD–366 
Health, Education, Labor, and Pensions 
Substance Abuse and Mental Health Serv-

ices Subcommittee 
To hold hearings to examine proposed 

legislation authorizing funds for the 
Substance Abuse and Mental Health 
Services Administration. 

SD–430 
Aging 

To hold hearings to examine social secu-
rity reform issues, and comparing the 
U.S. social security system with other 
nations’. 

SD–628 

MAY 19 

9:30 a.m. 
Foreign Relations 

To continue hearings to examine the way 
ahead in Iraq. 

SD–419 
Health, Education, Labor, and Pensions 

Business meeting to consider pending 
calendar items. 

SD–430 
10 a.m. 

Banking, Housing, and Urban Affairs 
To hold an oversight hearing to examine 

the International Monetary Fund and 
World Bank. 

SD–538 
Indian Affairs 

Business meeting to consider pending 
calendar business; to be followed by a 
hearing to examine S. 1696, to amend 
the Indian Self-Determination and 
Education Assistance Act to provide 
further self-governance by Indian 
tribes. 

SR–485 
11:30 a.m. 

Energy and Natural Resources 
Business meeting to consider pending 

calendar business. 
SD–366 

MAY 20 

9:30 a.m. 
Indian Affairs 

To hold hearings to examine S. 2382, to 
establish grant programs for the devel-
opment of telecommunications capac-
ities in Indian country. 

SR–485 
10 a.m. 

Health, Education, Labor, and Pensions 
To hold hearings to examine prescription 

drug reimportation. 
SD–430 

2:30 p.m. 
Energy and Natural Resources 
National Parks Subcommittee 

To hold hearings to examine S. 1672, to 
expand the Timucuan Ecological and 
Historic Preserve, Florida, S. 1789 and 
H.R. 1616, bills to authorize the ex-
change of certain lands within the Mar-
tin Luther King, Junior, National His-
toric Site for lands owned by the City 
of Atlanta, Georgia, S. 1808, to provide 
for the preservation and restoration of 
historic buildings at historically wom-
en’s public colleges or universities, S. 
2167, to establish the Lewis and Clark 
National Historical Park in the States 
of Washington and Oregon, and S. 2173, 
to further the purposes of the Sand 
Creek Massacre National Historic Site 
Establishment Act of 2000. 

SD–366 

JUNE 2 

9:30 a.m. 
Foreign Relations 

To hold hearings to examine the greater 
Middle East initiative. 

SD–419 

SEPTEMBER 21 

10 a.m. 
Veterans’ Affairs 

To hold joint hearings with the House 
Committee on Veterans’ Affairs to ex-
amine the legislative presentation of 
the American Legion. 

345 CHOB 
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Monday, May 10, 2004 

Daily Digest 
Senate 

Chamber Action 
Routine Proceedings, pages S5051–S5169 
Measures Introduced: Five bills and two resolu-
tions were introduced, as follows: S. 2395–2399, S. 
Res. 356, and S. Con. Res. 105.                        Page S5078 

Measures Passed: 
Condemning Iraqi Prisoner Abuse: By a unani-

mous vote of 92 yeas (Vote No. 86), Senate agreed 
to S. Res. 356, condemning the abuse of Iraqi pris-
oners at Abu Ghraib prison, urging a full and com-
plete investigation to ensure justice is served, and 
expressing support for all Americans serving nobly 
in Iraq.                                                                     Pages S5066–72 

Jumpstart Our Business Strength (JOBS) Act— 
Agreement: A unanimous-consent-time agreement 
was reached providing for further consideration of S. 
1637, to amend the Internal Revenue Code of 1986 
to comply with the World Trade Organization rul-
ings on the FSC/ETI benefit in a manner that pre-
serves jobs and production activities in the United 
States, to reform and simplify the international tax-
ation rules of the United States, at approximately 
10:45 a.m., on Tuesday, May 11, 2004, with a vote 
on the motion to invoke cloture on the bill to occur 
at approximately 12 noon; if cloture is invoked, Sen-
ate will proceed to a vote on or in relation to Cant-
well Amendment No. 311; further, that if a point 
of order is raised and the motion to waive is subse-

quently agreed to, then the Cantwell Amendment be 
agreed to.                                                                        Page S5167 

Nominations Received: Senate received the fol-
lowing nominations: 

Thomas B. Griffith, of Utah, to be United States 
Circuit Judge for the District of Columbia Circuit. 

Routine lists in the Air Force, Army, Navy. 
                                                                                    Pages S5168–69 

Enrolled Bills Presented:                                    Page S5077 

Executive Communications:                     Pages S5077–78 

Additional Cosponsors:                               Pages S5078–79 

Statements on Introduced Bills/Resolutions: 
                                                                                    Pages S5079–95 

Additional Statements:                                Pages S5074–76 

Amendments Submitted:                     Pages S5095–S5167 

Notices of Hearings/Meetings:                        Page S5167 

Record Votes: One record vote was taken today. 
(Total—86)                                                                    Page S5072 

Adjournment: Senate convened at 2 p.m., and ad-
journed at 6:45 p.m., until 9:45 a.m., on Tuesday, 
May 11, 2004. (For Senate’s program, see the re-
marks of the Majority Leader in today’s Record on 
page S5168.) 

Committee Meetings 
No committee meetings were held. 

h 

House of Representatives 
Chamber Action 
Measures Introduced: 3 public bills, H.R. 
4319–4321; and 2 resolutions, H.J. Res. 634–635, 
were introduced.                                                         Page H2733 

Additional Cosponsors:                                       Page H2733 

Reports Filed: There were no reports filed today. 

Speaker: Read a letter from the Speaker wherein he 
appointed Representative Pearce to act as Speaker 
Pro Tempore for today.                                           Page H2731 

Senate Message: Message received from the Senate 
today appears on page H2731. 
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Senate Referral: S. 622 was referred to Energy and 
Commerce; S. 2264 was referred to International Re-
lations; S. 2292 was referred to International Rela-
tions; S. Con. Res. 100 was referred to International 
Relations; S. Con. Res. 102 was referred to the Judi-
ciary; S. 2092 was held at the desk; and S. Con. Res. 
99 was held at the desk.                                        Page H2731 

Quorum Calls—Votes: There were no votes or 
quorum calls. 
Adjournment: The House met at 12 noon and ad-
journed at 12:03 p.m. 

Committee Meetings 
No Committee meetings were held. 

COMMITTEE MEETINGS FOR TUESDAY, 
MAY 11, 2004 

(Committee meetings are open unless otherwise indicated) 

Senate 
Committee on Agriculture, Nutrition, and Forestry: Sub-

committee on Forestry, Conservation, and Rural Revital-
ization, to hold hearings to examine conservation pro-
grams of the 2002 Farm bill, 10 a.m., SD–628. 

Committee on Armed Services: to continue hearings to ex-
amine allegations of mistreatment of Iraqi prisoners, 9:30 
a.m., SD–106. 

Full Committee, to continue hearings to examine alle-
gations of mistreatment of Iraqi prisoners, 2:30 p.m., 
SD–106. 

Committee on Commerce, Science, and Transportation: to 
hold hearings to examine aviation security, 9:30 a.m., 
SR–253. 

Full Committee, to hold hearings to examine smoking 
in the movies, 2:30 p.m., SR–253. 

Committee on Energy and Natural Resources: to hold hear-
ings to examine the impacts and costs of last year’s fires, 
focusing on the problems faced last year and what prob-
lems agencies and the land they oversee may face next 
season, including aerial fire fighting assets and crew, and 
overhead availability, 10 a.m., SD–366. 

Committee on Foreign Relations: to hold hearings to exam-
ine the deadly intersection of AIDS and hunger, 10 a.m., 
SD–419. 

Committee on Governmental Affairs: to hold hearings to 
examine tax payer dollars subsidizing diploma mills, 
10:30 a.m., SH–216. 

Committee on Health, Education, Labor, and Pensions: Sub-
committee on Aging, to hold hearings to examine break-
throughs in Alzheimer’s research, 10 a.m., SD–430. 

Committee on the Judiciary: Subcommittee on Terrorism, 
Technology and Homeland Security, to hold hearings to 
examine rapid bio-terrorism detection and response, 9:30 
a.m., SD–226 

House 
Committee on Energy and Commerce, Subcommittee on 

Health, hearing on H.R. 3266, Faster and Smarter Fund-
ing for First Responders Act of 2004, 2:30 p.m., 2123 
Rayburn. 

Subcommittee on Oversight and Investigations, hearing 
entitled ‘‘DOE Nuclear Security: What are the Chal-
lenges, and What’s Next?’’ 2 p.m., 2322 Rayburn. 

Committee on Government Reform, Subcommittee on 
Criminal Justice, Drug Policy and Human Resources, 
hearing entitled ‘‘Terrorist Financing and Money Laun-
dering Investigations: Who Investigates and How Effec-
tive Are They?’’ 10 a.m., 2154 Rayburn. 

Subcommittee on National Security, Emerging Threats 
and International Relations hearing entitled ‘‘Combating 
Terrorism: Training and Equipping Reserve Component 
Forces,’’ 1 p.m., 2154 Rayburn. 

Committee on International Relations, hearing on Current 
Issues in World Hunger, 2 p.m., 2172 Rayburn. 

Subcommittee on Africa, hearing on The African 
Growth and Opportunity Act: Building Trade Capacity, 
4 p.m., 2172 Rayburn. 

Committee on the Judiciary, Subcommittee on Immigra-
tion, Border Security, and Claims, to consider private re-
lief measures, 5 p.m., 2121 Rayburn. 

Committee on Rules, to consider the following: H.R. 
4275, To amend the Internal Revenue Code of 1986 to 
permanently extend the 10-percent individual income tax 
rate bracket; H.R. 4279, To amend the Internal Revenue 
Code of 1986 to provide for the disposition of unused 
health benefits in cafeteria plans and flexible spending ar-
rangements; H.R. 4280, To improve patient access to 
health care services and provide improved medical care by 
reducing the excessive burden the liability system places 
on the health care delivery system; and H.R. 4281, Small 
Business Health Fairness Act of 2004, 5 p.m., 1100 
Longworth. 

Committee on Ways and Means, Subcommittee on Health, 
hearing on the Medicare Chronic Care Improvement Pro-
gram, 2 p.m., 1100 Longworth. 
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Next Meeting of the SENATE 
9:45 a.m., Tuesday, May 11 

Senate Chamber 

Program for Tuesday: After the transaction of any morning 
business (for a period not to extend beyond 60 minutes), Senate 
will resume consideration of S. 1637, Jumpstart Our Business 
Strength (JOBS) Act, with a vote on the motion to invoke clo-
ture on the bill to occur at approximately 12 noon. If cloture 
is invoked, Senate will then proceed to vote on or in relation 
to the pending Cantwell Amendment No. 3114. 

(On Tuesday, Senate will recess from 12:30 p.m., or upon conclu-
sion of the vote in relation to the Cantwell amendment, until 2:15 
p.m. for their respective party conferences.) 

Next Meeting of the HOUSE OF REPRESENTATIVES 

12:30 p.m. Tuesday, May 11 

House Chamber 

Program for Tuesday: Consideration of Suspensions: 
(1) H. Res. 608, expressing the sense of the House of Rep-

resentatives that the Department of Defense should rectify defi-
ciencies in the military postal system to ensure that members 
of the Armed Forces stationed overseas are able to receive and 
send mail in a timely manner as well as receive and send elec-
tion ballots in time to be counted in the 2004 elections; 

(2) H.R. 3939, Mary Ann Collura Post Office Building Re-
designation Act; 

(3) H. Res. 613, recognizing and honoring the tenth anni-
versary of Vietnam Human Rights Day; 

(4) H. Res. 622, supporting the goals and ideals of Peace 
Officers Memorial Day; 

(5) H.R. 4299, Dr. Miguel A. Nevarez Post Office Building 
Designation Act; 

(6) H.R. 2523, Tomochichi United States Courthouse Des-
ignation Act; 

(7) H. Con. Res. 389, authorizing the use of the Capitol 
Grounds for the D.C. Special Olympics Law Enforcement Torch 
Run; 

(8) H. Con. Res. 352, recognizing the contributions of peo-
ple of Indian origin to the United States and the benefits of 
working together with India towards promoting peace, pros-
perity, and freedom among all countries of the world; 

(9) H. Res. 577, recognizing 50 years of relations between 
the United States Government and the European Union; 

(10) H. Con. Res. 378, calling on the Government of the 
Socialist Republic of Vietnam to immediately and uncondition-
ally release Father Thaddeus Nguyen Van Ly; 

(11) H. Con. Res. 409, recognizing with humble gratitude 
the more than 16,000,000 veterans who served in the United 
States Armed Forces during World War II and the Americans 
who supported the war effort on the home front and cele-
brating the completion of the National World War II Memo-
rial on the National Mall in the District of Columbia; and 

(12) H.J. Res. 91, recognizing the 60th anniversary of the 
Servicemen’s Readjustment Act of 1944. 

Extensions of Remarks, as inserted in this issue 
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